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a story of industrial expansion, diversification 

and integration—is a thrilling commentary 
on initiative and imagination. With a century of 
commercial experience in Latin America and 
ninety years in the United States, 1954 finds Grace 
well entrenched in such fields of endeavor as 
ocean shipping, merchandising, paper making, 
paint manufacturing, banking, air transportation, 
outdoor advertising, sugar refining, and textile 
manufacturing. But it is in the field of chemical 
manufacturing — of such products as fertilizers, 
sulphuric acid, cracking catalysts, silica gels, 
chlorine, phosphoric acid, and triple superphos- 
phate — that Grace in recent years has exhibited 
its most spectacular growth. 

Ten years ago almost 62% of Grace's $37 mil- 
lion consolidated net fixed assets was represented 
by its shipping enterprise and less than 1% was 
represented by chemicals. Today only 21% of the 
Company’s $102 million consolidated net fixed 
assets is dedicated to shipping activities and over 
46% to chemicals and fertilizer. 

Except for 1909 and 1933, Grace has paid 
dividends on its common stock in every year since 
1899. Average earnings for the last fifteen years 
have amounted to $3.79 per share of the common 
stock, and in 1953 earnings amounted to $4.08 
per share (including Grace's equity in the undis- 
tributed profits of non-consolidated subsidiaries). 
Beneficial effects from the Company's investments 
in U.S. chemicals should be felt commencing in 
1954 and 1955. 

Grace common stock represents ownership in 
a breadth of industrial and geographical diversi- 
fication perhaps unmatched by the stock of any 
other American industrial corporation today. For 
this and the many other reasons set forth in this 
report, we believe the stock belongs in all well- 
balanced common stock portfolios. 
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We believe, because it was derived from reliable 
sources, that all information contained in this 
report is reliable, but we are not in a position to 
guarantee its accuracy or completeness. 

We do not regularly deal in the securities of 
W. R. Grace & Co. but, from time to time, we 
have.made secondary offerings of its common 
stock, At the time of preparation of this report 
we owned no shares of such stock. 
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Foreword 


One hundred years ago in Callao, Peru, William Russell Grace, an immi- 
grant Irish farm boy of twenty-two, became a partner in a ship chandlery organi- 
zation, the business ancestor of an industrial complex which today encompasses such 
important fields of endeavor as textile manufacturing, sugar production, banking, 
manufacture of chemicals, ocean shipping, merchandising, paper making, air trans- 
portation, importing and exporting, and others. This is W. R. Grace & Co. 


Attuned to the business philosophy of its founder, the Grace organization 
through its years of expansion, first in South America and later in the United States 
and Central America, has steadfastly followed a program of diversification of enter- 
prises and, to a large extent, integration within chosen fields of endeavor. 


Long before Grace became a household word in South America, exporters 
and importers there came to rely on the ocean shipping facilities of the Company, 
and the business life of such countries as Peru, Chile and Colombia benefited from 
new energy, new lines, new techniques introduced by W. R. Grace. Leaving a brother 
in charge of the business in South America, the founder moved to New York in 
1865 and set up headquarters near Hanover Square, location today of the head 
offices of all Grace business interests. 

Chile was, even in that day, a promising market for American manufactured 
goods. Peru was in need not only of manufactured goods from American centers 
but of pine from Oregon. Guano and raw cotton from Peru and nitrates and copper 
from Chile were natural exports. In all of these products tonnage was found for 
Grace ocean shipping. 

Upon the passing of the founder in 1904, the tiller passed first to a brother 
and later to a son, Joseph P. Grace, and then in 1945 to two grandsons of the 
founder, W. G. Holloway, Chairman of the Board, and J. Peter Grace, Jr., President. 
Since the turn of the twentieth century, the Company, through the purchase of ad- 
ditional properties, has greatly expanded its foundation of industrial activity in South 
America. It bought and built new cotton mills and modernized old ones. It entered 
woolen manufacturing. It built refineries and gave Peru its first refined sugar. It 


expanded the well-known Grace Line fleet, and in Chile it entered into sugar refin- 
ing, vegetable oil production, and paint and electrical equipment manufacturing. 
Moreover, it expanded the firm’s activities in Colombia and in Central America, 
and it constructed the world’s first paper mill using bagasse as raw material. 


During this same period Grace, together with Pan American World Air- 
ways, organized Panagra, one of the Western Hemisphere’s best-known international 
airlines. The year 1945 saw the commencement of a program designed to expand 
the investments of the Company in industrial activities within the United States. In 
that year, of total gross fixed assets of roughly $62,000,000, about 47% was located 
in South America and 53% in the United States. 


To the Company’s investments in the United States have been added such 
significant acquisitions as The Davison Chemical Corporation, Thurston Chemical 
Company, Foster and Kleiser Company, and a majority interest in Griswold and 
Company, Incorporated. Moreover, the Company has created a wholly-owned sub- 
sidiary, Grace Chemical Company, which currently is constructing its first plant near 
Memphis, and jointly with Lykes Bros. Steamship Co., Inc., Grace has formed the 
Gulf & Southern American Steamship Company. Additional investments have been 
made in Grace Line ships and in latest available flying equipment for Panagra, and 
a subsidiary, Grace National Bank, has increased its resources by $22 million. 


In comparison, therefore, with the distribution of assets in 1945, it is 
significant to note that at present consolidated gross fixed assets of the Company 
and its subsidiaries exceed $182,000,000, of which about 33% is represented by 
investments abroad and 67% by domestic investments. In 1945 the bulk of Grace’s 
North American assets was represented by Grace Line, but today, after important 
expansion into other fields has been made, Grace Line represents no more than 36% 
of the Company’s domestic investments. Chemicals and fertilizers represent about 
52%. While concentrating on industrial expansion within the continental United 
States, Grace has exhibited a parallel interest in growing with Latin America, for 
there it has made new capital investments since 1945 of over $28,000,000. 


Far-flung geographically and numbering, as it does in its corporate family, 
companies dedicated to a diversity of purposes, W. R. Grace & Co. presents an 
appearance of industrial complexity. Moreover, Grace owns the entire voting stock 
of certain corporations, a majority interest in others, fifty per cent of still others, 
and in some instances has made only a minority investment. This brochure has the 
threefold purpose of describing these diverse activities, of setting into proper per- 
spective the functional relationships between certain members of the corporate family, 
and of exhibiting for the use of the common stock investor financial and other data 
relating to W. R. Grace & Co. which he may employ as a basis of evaluation of 
Grace as a medium of investment. 


Operations of Grace 


in the United States 


Founded in South America, W. R. Grace & Co. (sometimes herein 
referred to as the “Company” and sometimes as “Grace”) has been in busi- 
ness in the United States for almost a century—ninety years in New York 
and eighty in California. During the first half century of its operation in this 
country, Grace became firmly established in ocean shipping, trading and 
finance on the Atlantic Coast, in ocean shipping and the lumber trade on 
the Pacific Coast, and in the manufacture and sale of fertilizers in the South. 

Hanover Square in New York’s financial district, long the site of the 
executive offices of W. R. Grace & Co., typifies the Company’s expanding 
business in the United States. Grace expanded from small quarters and later 
occupied the building now known as India House. It then built 7 and 10 
Hanover Square, the headquarters respectively of W. R. Grace & Co. and 
Grace Line, and now has expanded still further into the Cotton Exchange 
Building, a 24-story skyscraper fronting on the Square, purchased by it in 
1953. The business carried on at 7 Hanover Square entails the over-all 
supervision of the Grace activities in North, South and Central America 
and direction of the Company’s expansion and development program. 

Housed at the same address are the Grace National Bank and the top 
management of several Grace departments including the import and export 
departments and Grace Chemical Company. Here decisions are made re- 
specting the importation of a wide range of commodities and raw materials 
such as coffee, sugar, waxes, ores and minerals —business, that is, generated 
by South American companies owned by or affiliated with Grace. Exports 
often include machinery, electrical equipment and other manufactured 
goods destined for Grace’s Latin American organization, both for distribu- 
tion and for the use of its own plants. Control is also found here of trade 
relations between Grace’s U.S. interests and its English subsidiary, Grace 
Brothers, Ltd., London, although the latter company may trade directly 
with offices of the Company and its subsidiaries located in South America. 


Grace in the Chemical Industry 


After extended study and analysis of the industrial fields which in the 
United States seemed to offer the most promising growth potential and 
which at the same time appeared to fall well within the range of the Grace 
financial and management potentials, the decision was made to aim primarily 
at expansion in the chemical industry. The spectacular growth in this indus- 
try during the two preceding decades and the potential yet promised by 
chemical research, together with the steadily expanding domestic markets, 
were the deciding factors. 

Chemistry is a field with which Grace management has long had some 
association. The Company’s original activities in Chile, for example, con- 
sisted chiefly of the production of large amounts of nitrate of soda. Early 
in its South American development Grace was the world’s largest producer 
of iodine. This, together with its Peruvian guano trade, led Grace into the 
fertilizer business in the United States in the early 1900s —not only mixed 
fertilizer manufacturing but also sulphuric acid and superphosphate. 

For many years additional experience has been obtained by Grace 
management in the field of chemistry through its activities in such lines as 
paint and varnish manufacturing, alcohol production and the making of 
paper from bagasse. 

The Company thus far has taken three major steps in implementing 
its decision to expand domestically in chemical production: 


1. In 1953 it completed the acquisition of 64% of the outstanding 
common stock of The Davison Chemical Corporation, which, to- 
gether with 19% of this corporation’s preferred stock, purchased 
earlier, cost about $21 million in cash and Grace stock. Grace 
purchased the Davison common stock at approximately 93% of 
its then book value. In May 1954 the stockholders of Grace and 
of Davison voted to merge the two corporations; so hereafter 
Davison will operate as a division of Grace. (Refer to caption 
“Merger of Davison.” ) 
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. In 1952 it organized the Grace Chemical Company which is pres- 
ently constructing a $20 million ammonia-urea plant near Memphis, 
Tennessee. 


3. In 1953 it acquired Thurston Chemical Company for about $2,- 
400,000 in Grace common stock. 


The Davison Chemical Corporation 


While The Davison Chemical Corporation was incorporated under 
the laws of the State of Maryland on October 30, 1935, its corporate an- 
cestors date back nearly 125 years. 

Davison pioneered in the large-scale manufacture of fluid synthetic 
petroleum cracking catalysts, and since the opening in 1953 of its new 
plant near Lake Charles, Louisiana, the company’s total productive capacity 
for this product is the largest in the industry. However, the business of the 
company is well diversified, as exhibited by sales last year of 42% in 
industrial chemicals, 15% in superphosphate and phosphate rock, and 
43% in mixed fertilizers. 

An early producer of sulphuric acid in the United States, Davison 
now has four production units at Curtis Bay, Maryland, with a yearly 
production of approximately 300,000 tons. In March 1954 it placed in pro- 
duction the largest single unit in the world for the manufacture of sulphuric 
acid, located at Bartow, Florida. Its annual capacity, 190,000 tons, is to 
be used initially by the new Davison plant at Bartow which has an annual 
capacity of 200,000 tons of triple superphosphate. 

Davison pioneered in the development of the first commercially useful 
silica gel more than three decades ago and for years has been the leading 
producer thereof in the United States. Today Davison’s total production 
of the gels used in petroleum refining is greater than that of all the remainder 
of the industry combined. 

Davison’s commercial fertilizer operations are carried on at nine plants 
with distribution in almost all the states east of the Mississippi River as 
well as in ten states west of the Mississippi. Six of these plants produce 
DAVCO, the new Davison-developed and patented granulated homogenous 
mixed fertilizer. DAVCO has had wide acceptance for its drillability and 
the ease with which it can be stored and handled. 

Davison also manufactures hydrofluosilicic acid from by-products 
occurring in the treatment of phosphate rock with sulphuric acid. Markets 
using such acids include chemical processing, smelting, moth-proofing, 
laundering, light metal fabricating, porcelain enamel manufacturing, con- 
crete construction and water fluoridation. 

In addition to sites already mentioned, Davison has plants located at 
Alliance, Ohio; Columbus, Ohio; Gretna, Louisiana; Lansing, Michigan; 
Nashville, Tennesse; Perry, Iowa; and Savannah, Georgia. These plants, 
together with that located at New Albany, Indiana, have an aggregate 
capacity of approximately 365,000 net tons per annum of mixed fertilizers. 
Superphosphate plants located at Nashville, Columbus, Lansing and Perry 
have an aggregate capacity of about 300,000 net tons per annum, the larger 
part of which is consumed by Davison in the manufacture of mixed fertilizers. 

At Cincinnati, Ohio, Davison owns and operates a complete manu- 
facturing unit for the production of synthetic cracking catalysts, with normal 
annual capacity of about 73 million pounds. 


Davison’s Curtis Bay plant, employing about 46% of the corporation’s 
aggregate of approximately 3,600 employees has the following estimated 
annual capacities under normal conditions: granulated and regular super- 
phosphates, 500,000 net tons; sulphuric acid (basis 100% HgSO,), 300,000 
net tons; granulated mixed fertilizers, 65,000 net tons; synthetic cracking 
catalysts, 36 million pounds; and silica gel, 25 million pounds. 

Davison mines and processes its own phosphate rock from proven 
long-range reserves located in Polk County, Florida. Annual production 
is approximately 800,000 tons, much of which Davison itself uses. The 
remainder is sold to agricultural and chemical processors including manu- 
facturers of industrial phosphates producing such items as detergents, food 
products, soaps, chemicals for the surface treatment of steel, and a variety 
of other basic chemical products. From the phosphate deposits in Polk 
County, a portion of the rock is sold, bagged or in bulk, finely ground, to 
farm suppliers for use in areas where it is applied directly to the soil. Exports 
account usually for less than 20% of the total sales of this material annually. 
From the rock used by the corporation (approximating 40% to 50% of 
the company’s annual output), Davison produces superphosphates, hydro- 
fluosilicic acid, and the silicofluorides. It is estimated that Davison accounts 
for about 10% of the phosphate rock mined in Florida, the fields of which 


Aerial view Curtis Bay plant, 
The Davison Chemical Corporation 


in turn account for about 80% of the nation’s production of this vital 
material. 

Davison purchases from others all of the sulphur, potash, nitrogenous 
materials, and a part of the sulphuric acid consumed by it. All such mate- 
rials with the exception of a minor part of the potash are obtained from 
domestic sources. 

That Davison has experienced a spectacular growth trend is attested 
by the fact that its net worth in 1946 was equal to $15,219,000 and in 
1953 to over $40,000,000. Other data relating to its growth are presented 
in tabular form herewith. 

With the acquisition by it of Davison, Grace obtained not only an 
important chemical company, well established in the production of com- 
mercial fertilizers and many other chemical products, but also management 
know-how otherwise requiring years to assemble. 


The Davison Chemical Corporation 


Net Property 
12 Months Plant and 
Ended Net Sales Net Income Equipment 
June 30 ---- =---=-~= (000s) -- -- - 
1946 $23,363 $1,303 $ 6,108 


1947 25,565 11,433 


1948 33,547 12,361 
1949 37,350 13,573 
1950 34,975 13,999 
1951 43,109 14,737 
1952 49,511 18,537 
1953 56,590 2,926 30,963 


Grace Chemical Company 


Grace Chemical Company, a wholly-owned domestic subsidiary of 
Grace, was formed in September 1952 and presently is constructing near 
Memphis, Tennessee, its first chemical manufacturing plant on an owned 
site of about 277 acres. The plant, to be ready for operation before the end 
of 1954, will be capable of producing daily 250 tons of anhydrous ammonia 
and 150 tons of urea and will cost about $20,000,000. Approximately 
45% of the cost of such plant, under a Certificate of Necessity, may be 
depreciated over a sixty-month period. 

In the operation of this plant Grace Chemical expects to employ as 
primary methods of manufacture processes covered by non-exclusive 
licenses. The principal raw material is natural gas, of which the company 
is assured of a plentiful supply by the provisions of a favorable long-term 
contract. 
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Grace Chemical is staffed with a team of young, competent experts, 
under whom the process of market surveys, sales development, engineering 
and planning has steadily forged ahead. Over two thirds of the rated capac- 
ity of the plant is already sold, months before production is to begin. The 
72,000 tons output annually of nitrogen in the form of ammonia and urea 
should be absorbed with ease by both industry and agriculture. 

In industry urea and ammonia are used in the manufacture of urea- 
formaldehyde, resins and plastics, nitric acid, and synthetic fibers as well 
as a wide variety of chemical intermediates. In agriculture anhydrous am- 
monia is used in mixed fertilizers and in direct soil application, while urea is 
used in direct application as fertilizer and also as an ingredient in cattle feed. 


How Industry Uses Ammonia* 


INDUSTRIAL EXPLOSIVES 
RUBBER, PIGMENTS, COLORS, 
FERMENTATION, SODA ASH, OTHERS. 


PETROLEUM REFINING 
METALLURGY (NITRIDING, ETC.) 


REFRIGERATION 


DYES AND oe SN 


SYNTHETIC 
ORGANIC CHEMICALS 


WATER TREATMENT 
AMMONIUM SALTS 


NITRATES AND NITRITES 


TEXTILES (RAYON, NYLON, ETC.) SULPHURIC AND NITRIC ACIDS 


“Based on trade estimates of present use; total estimated 1955 non-agricultural 
consumption, 910,000 tons. 


American farmers today are decidedly cost-conscious businessmen 
who are learning that the use of chemical fertilizers returns substantial 
dividends in the form of increased crop yields. An indication of the cost 
advantage of anhydrous ammonia to the farmer is illustrated in the follow- 
ing table showing the current prices of various forms of nitrogen materials 
and their respective costs per unit of nitrogen. 


Approximate Prices of Certain Nitrogen Materials 
and Respective Costs per Unit of Nitrogen 


Calcium 
Ammonium Sulphate Ammonium 
Ammonia Nitrate of Ammonia Nitrate 


Cost per ton $88.00 $72.50 $50.00 
Cost per unit 


of nitrogen 


Ammonium 
Sulphate Calcium Nitrate 
Cyanamide Nitrate Nitrate of Soda 


Cost perton $55.00 $65.00 $48.00 
Cost per unit 
of nitrogen 2.50 2.50 3.10 ; 3.31 


Urea as a fertilizer is attracting increasing attention primarily because 
of its high nitrogen content and the many ways in which it can be applied 
—by hand, by airplane, and by standard fertilizer spreaders. Because of its 
solubility it can also be applied in irrigation water. The nitrogen concentra- 
tion in urea is 45% compared with 33.5% in ammonium nitrate and 20.5% 
in ammonium sulphate. This high concentration in urea means reduced costs 
in shipping, storing and handling in the field. 

The tonnage of nitrogen used for fertilizer doubled during the decade 
1940-1950 and is expected nearly to double again by 1955. Yet even these 
phenomenal increases will not bring nitrogen fertilizer use to the levels 
required for optimum yields and maintenance of soil resources. 

Ammonia, one of the oldest industrial chemicals, shows no signs of 
relinquishing its primacy. It is finding new applications in old processes, 
while becoming the foundation for several new industries. It is one of the 
key raw materials in the preparation of intermediates used in the manu- 
facture of nylon for clothing, parachute cloth and lines, as well as hosiery 
and lingerie. Orlon, Dacron, Acrilan, and Dynel fibers also require ammonia 
for their production. 

Ammonia is essential in a variety of other syntheses. It takes part in 
the production of nicotinic acid, an important member of the B complex 
series of vitamins. Nitrocellulose, the synthetic resin on which the modern 
lacquer industry is based, is made by treating cellulose with nitric acid. 
Nitric acid uses ammonia as the direct source of its nitrogen. Another ex- 
ample of ammonia behind the scenes is the development in rocket fuels 
for guided missiles, which use ammonia derivatives as a component in 
many such propellants. 

Urea and ammonia occupy such a strategic position in American 
national defense that the Defense Production Administration set a goal of 


11 


am 


LO 
IS %_ 


wien 


4] 


>. -sng? , v 
LS be mRRPeE 


eee eee 
a 


— 


GIDE se 4) 
i 


2,930,000 tons of annual nitrogen capacity by 1955. It included synthetic 
anhydrous ammonia plants among the top ten classifications of projects 
entitled to accelerated amortization. The United States Department of 
Agriculture has already recommended an increase in capacity above the 
1955 goal. 

The founding of Grace Chemical is characteristic of Grace progress. 
The capable management team and staff of experienced technical and 
research men are headed by Charles E. Wilson, formerly President of 
General Electric Company, as Chairman of the Board and William P. Gage, 
formerly Vice President in charge of manufacturing of Shell Chemical Cor- 
poration, as President. 

The Board of Directors includes: Robert T. Haslam, formerly a Vice 
President and Director of Standard Oil Company (New Jersey) and at one 
time Professor of Chemical Engineering at M.1.T.; Bradley Dewey, founder 
and Chairman of the Board of the Dewey and Almy Chemical Company; 
William J. Haude, formerly President of the Pittsburgh Agricultural Chem- 
ical Co.; and Ralph N. Lulek, formerly a Vice President and Director of 
the Heyden Chemical Corp. 


Thurston Chemical Division 


In June 1953 Grace entered into an agreement and thereby acquired 
the assets and business of Thurston Chemical Company with headquarters 
in Joplin, Missouri. The headquarters of Naco Fertilizer Company (West 
Virginia), a wholly-owned domestic subsidiary of Grace, then were moved 
to Joplin and William R. Thurston, formerly President of Thurston Chemical, 
became President of Naco and the manager of Grace’s Thurston Chemical 
Division. 

Thurston Chemical was founded in 1943 under the name of Missouri 
Chemical Company and even before its acquisition by Grace had grown 
to be a leading manufacturer and distributor of superphosphate and mixed 
chemical fertilizers in Missouri, Kansas, Oklahoma, Arkansas, Iowa and 
Nebraska. Recently it completed new plants at Joplin to manufacture 
sulphate of ammonia, phosphoric acid and triple superphosphate. 

Thurston Chemical’s rated annual capacity with respect to its principal 
products is as follows: 


Mixed fertilizer. . . . . . . . 235,000 tons 
Superphosphate . . . . . . . 180,000 tons 
Triple superphosphate . . . . . 37,000 tons 
Sulphate of ammonia. . . . . . 16,000 tons 
Phosphoric acid . . . . . . . 16,000 tons 


An additional unit is under construction at Joplin which will manu- 
facture sulphuric acid with an annual rated capacity of 78,500 tons, an 
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example of Grace’s policy of expanding and diversifying companies it 
acquires. 

Thurston owns plants located at Atlas (near Joplin) and Trenton, 
Missouri; West Tulsa, Oklahoma; and Lawrence, Kansas. All four plants 
are located on leased premises, agreements relating to which generally are 
favorable to Thurston. 

Throughout the central midwestern states Thurston’s famous BEM 
brand superphosphate fertilizer is popular with distributors and most pro- 
gressive farmers. This fertilizer with a plant food formula known to the 
trade as 0-20-0 has wide acceptance, as do also its regular analysis fertilizers 
having various plant food formula content such as 4-12-4, 5-10-5, 8-8-8, 
and its high analysis mixed fertilizers having various plant food formula 
content such as 8-24-8, 8-32-0, and 10-20-0. In any such plant food formulae 
as the foregoing, the first figure refers to the percentage of available nitrogen, 
the second to the percentage of available phosphoric acid, and the third to 
the percentage of available potash contained in a ton of fertilizer. For ex- 
ample, 2,000 pounds of superphosphate fertilizer 0-20-0 would contain no 
available nitrogen, 400 pounds of available phosphoric acid, and no avail- 
able potash. 

It is estimated that Thurston supplies about 15% to 20% of the total 
tonnage of fertilizers used in the company’s trade area. 

The principal materials used by Thurston for its manufacturing oper- 
ations are phosphate rock and potash substances obtained chiefly from 
Florida and New Mexico respectively, sulphuric acid obtained under agree- 
ment from suppliers, nitrogen materials purchased in the ordinary course of 
business from suppliers in Thurston’s trade area, and triple superphosphate 
obtained mainly from Florida. 

Employed first by American Agricultural Chemical Company, William 
R. Thurston founded Thurston Chemical Company, and he brings to Grace 
over thirty years of valuable experience in the chemical fertilizer business. 


Naco Fertilizer Company 


Naco Fertilizer Company was Grace’s first manufacturing enterprise in 
the United States and, while the company was organized in 1907, its story 
actually goes back to the 1860s when Grace began to build up a flourishing 
trade in natural fertilizers from South America. For many years Grace was 
the chief U.S. shipper of Peruvian guano, changing about 1900 to Chilean 
nitrate of soda. Founded as the Nitrate Agencies Company (hence the name 
“Naco”) to promote sales and distribution of South American fertilizers 
in this country, the firm became Naco Fertilizer Company in 1939. 

As sources of the natural fertilizers dwindled, Naco experts developed 
mixed fertilizers which soon gained wide acceptance by members of the 
agricultural industry. 


Naco Fertilizer Company plant, 
Fort Pierce, Florida 


Naco Fertilizer Company 


Sales Production 
(000) Capacity (tons) 


1950 $ 9,849 Mixed fertilizer . . . 283,000 
1951 13,495 Superphosphate . . . 75,000 
1952 12,844 Sulphuric acid . . . 70,000 
1953 12,388 


With the commencement of operations in mid-1953 of its Fort Pierce, 
Florida, plant, Naco now has six plants in the South and Midwest: Wilming- 
ton, North Carolina; Spartanburg and Charleston, South Carolina; Jackson- 
ville and Fort Pierce, Florida; and Findlay, Ohio. 

In addition to the manufacture of the products shown herewith in 
tabular form, Naco in three plants is prepared to blend insecticides and 
fungicides into its fertilizers, an important service to citrus growers and to 
farmers in many areas of the South. 

Currently a plant expansion and modernization program is under way 
at the Findlay plant designed to increase the capacity there by 50%. 
Headquarters of Naco are in Joplin, Missouri. 
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Grace in Ocean Shipping 


Grace Line Inc. 


For many years the word “Grace” to the average person was synony- 
mous with the activities of the firm in the field of ocean shipping —activities 
which now and heretofore have been carried on by Grace Line Inc., the 
largest single unit of Grace’s family of domestic corporations. The latter 
company, a wholly-owned subsidiary of W. R. Grace & Co., is a carrier by 
water of freight, passengers and mail. It was incorporated in 1916 under 
the name of Grace Steamship Company, later changed to the present name 
(1937), at which time the then wholly-owned subsidiary, Panama Mail 
Steamship Company, was merged into it. 

Grace Line for several decades has been recognized by many as a 
leader in ocean shipping between the Americas. The basic services supplied 
by it are as follows: 

Service A — Freight and passenger service between United States 
Atlantic ports and the West Coast of South America as far south as 
Talcahuano, Chile, via the Panama Canal. 


Service B — Freight services between United States Pacific Coast ports, 
Mexico, Central America, Balboa, and the West Coast of South America, 
and between United States Pacific Coast ports, Venezuela, and the North 
Coast of Colombia. 


Service C —Freight and passenger service between United States 
Atlantic ports and the Caribbean area, including the Netherlands West 
Indies, Venezuela, and the North Coast of Colombia. 


In 1938 the Grace Line fleet consisted of twenty-one vessels with a 
deadweight capacity of 131,778 tons and an average speed of 13 knots. 
On December 31, 1953, the fleet comprised twenty-three modern vessels 
with a deadweight capacity of 221,095 tons and represented an investment 
of $42,234,000. This up-to-date fleet, with an average age of ten years and 
an average speed of 16 knots, has been built during a fifteen-year period 
with a debt of only $1,939,000 outstanding against it on December 31, 
1953. During all this period Grace Line has been in a recapture position 
(see caption “Subsidies” herein) with respect to operating subsidies and 
has accumulated capital and special reserve funds for future fleet replace- 
ments of approximately $30,000,000. 


The 225-passenger cruise ships Santa Paula and Santa Rosa, the 
queens of the Grace Line fleet, are supplemented by a “Santa” fleet as 
follows: (1) nine combination cargo-passenger ships built and placed in 
service after 1945, all air-conditioned and each with accommodations for 
52 passengers and (2) twelve C-2 type freighters equipped with the latest 
facilities for handling various kinds of cargo and all of which were built or 
acquired after the outbreak of World War II. Today’s fleet carries on a 
“Santa” tradition founded on a fast, efficient freight operation and a pas- 
senger service known to hundreds of thousands of travelers as a byword 
for comfort and gracious living. Only the Santa Rosa and the Santa Paula 
currently offer a replacement problem, and plans for the construction of two 
new ships embodying modern designs for passenger comfort and the latest 
in machinery and equipment are now before the Federal Maritime Admin- 
istration. 

The table below sets forth comparative operating statistics for freight 
and passengers for the years 1950 to 1953 inclusive. 


Grace Line Operating Data 


Tonnage Passengers 
Voyages Handled Carried Voyage Revenue 


1950 269 2,286,000 21,100 $55,060,000 
1951 256 2,661,000 19,250 64,117,000 
1952 253 2,739,000 20,360 71,964,000 
1953 263 2,637,000 20,276 69,177,000 


Although Grace Line in recent years has felt the growing competition 
in the Caribbean area from government-owned fleets of foreign registry, 
the company has met the competition satisfactorily and, since October 1, 
1952, has received operating differential subsidies tending to equalize its 
costs with that of foreign competition. Grace Line’s relatively favorable 
competitive position is shown in the freight traffic percentages of recent 
years. Service A, southward, in 1948 carried 52.5% of the total applicable 
business, 47% in 1949, 51.5% in both 1951 and 1952, and 49.4% in 
1953. Service C, southward, in 1948 carried 46.1% of the total applicable 
business, 38% in 1949, 46.2% in 1952, and 40.1% in 1953. 


Gulf & South American Steamship Co., Inc. 


The only American flag service in its trade route is offered by the 
Gulf & South American Steamship Co., Inc., which was incorporated in 
1947 and is fifty per cent owned by Grace Line Inc. and fifty per cent by 
Lykes Bros. Steamship Co., Inc. Gulf & South American extends a Grace 
participation in the Gulf shipping trade which began more than thirty-five 
years ago. 

Gulf & South American operates four C-2 type freight vessels with 
limited accommodations for passengers. The ships sail fortnightly from 
Mobile, Galveston, Houston and New Orleans and call as cargo is available 
at other U.S. ports on the Gulf. The route extends down the West Coast 
of South America as far as Valparaiso, Chile, paralleling the routes there 
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of Grace Line. The vessels in the service of Gulf & South American, pre- 
dominantly freighters, have an aggregate deadweight capacity of 42,275 
tons, and freight revenues have averaged about $8,000,000 annually for 
the past three years. 


Subsidies 


Grace Line is the only subsidized United States operator from the 
Atlantic and Pacific ports to the areas it serves. Because of the importance 
of the subject of subsidies, it is pertinent to review it briefly here. 

The maritime subsidy policy of the United States is incorporated in 
the Merchant Marine Act of 1936. Its basic purpose is to promote the 
peacetime development of the water-borne commerce of this country and 
to maintain the American fleet and the American shipbuilding industry in 
a position of readiness for any national emergency by (1) placing American 
flag steamship operators upon a competitive footing with low-cost foreign 
operators and (2) encouraging American ship owners to have their vessels 
built in American yards at a cost to them no greater than the cost to their 
foreign competitors of vessels built abroad. 


(a) THE OPERATING-DIFFERENTIAL SUBSIDY 

Under operating-differential subsidy agreements, the operator agrees 
to provide a specified service on an essential foreign trade route of the 
United States with modern American flag vessels. The measure of the 
subsidy is the amount by which the fair and reasonable costs of American 
operators for wages and subsistence of officers and crews, insurance, main- 
tenance and repairs exceed those of foreign competitors. 

The agreements bind the ship owner to a set of obligations designed 
to prevent the abuse of the subsidy principle. They preclude him from any 
foreign-flag operation. In addition, the agreement provides that the amount 
by which net profits exceed 10% on capital necessarily employed in a ten- 
year period reverts to the Government to the extent of 50% of such excess. 
Maintenance of special reserve funds to secure payment of these recaptures 
is required. 


(b) THE CONSTRUCTION-DIFFERENTIAL SUBSIDY 


In order to equalize to the operator the cost of building vessels in an 
American yard as compared with that in a foreign yard, the construction- 
differential subsidy is granted with respect to ships used on essential U.S. 
foreign trade routes. The amount of the subsidy is not permitted to exceed 
one third of the construction cost of the vessel except where certain circum- 
stances justify exceptions, in which case a subsidy up to 50% may be 
allowed. The subsidy is linked with provisions for emergency requisition 
of subsidized vessels by the United States. 

All three of Grace Line’s routes are now covered by operating-differ- 
ential subsidy agreements, and an application of the Gulf & South American 
Steamship Co., Inc. for an operating-differential subsidy on its routes has 
been approved and signed. 

In connection with the subject of steamship subsidies, it should be 
pointed out that the term is misleading. While these payments are actually 
made to the steamship operators, the subsidy in reality goes to American 
labor and to American industries which serve the steamship operators. In 
this sense the steamship operators in the process of being placed on a com- 
petitive basis with foreign operators for sound reasons of national policy 


are, in actual fact, simply conduits through which the funds so paid pass 
on their way to the real recipients. 


Services Corollary to Shipping 


Grace and certain of its subsidiary companies carry on comprehensive 
port operations involving stevedoring, lighterage, pier and warehousing 
activities and freight forwarding which are in the main adjuncts to its ocean 
shipping services. Principal operations are in the United States and in the 
Republics of Chile, Peru, Ecuador, Colombia, Venezuela, Panama, Guate- 
mala, and El Salvador. In some instances such activities constitute the 
principal activities of the company engaged therein, while in others the port 
operations are but one of many phases of the subject company. 

Grace Line also operates two vessels of the CI-M-AVI type chartered 
from the United States Maritime Administration under bare-boat charter, 
subject to annual review by the Federal Maritime Board. 


Future of Pan American Trade 


Some evidence respecting the future of ocean shipping between the 
Americas may be found in certain recent economic studies made public in 
the United States. One such study, made by the Population Reference Bureau 
of Washington, D.C., discloses that the combined population of the United 
States and Canada, now about 173,000,000, should reach about 250,000,000 
in another fifty years. But in Latin America and the Caribbean Islands, 
where the population also totals about 173,000,000, it is estimated that in 
another fifty years there may be 550,000,000 people. More population in 
the Western Hemisphere means greater aggregate consumption, and greater 
consumer demand inevitably spells expanding commerce. 

A study by the Department of Commerce recently indicated that direct 
U.S. investments in Latin America increased by about $1,000,000,000 over 
the past two years. This study also pointed out that Latin America is still 
the most attractive area in the world for United States investors, who now 
have about 40% of the total U.S. stake overseas working for them in Latin 
American properties. 

World War II helped stimulate inter-American trade, but more basic 
forces are at work reinforcing the interdependence of Western Hemisphere 
nations: 


(1) Since prewar days the U.S. has become greatly dependent on 
imports of raw materials from other nations in the Americas. 


(2) Consumer markets in the U.S. have almost doubled since the 
*30s, boosting food imports from the other twenty republics. 


(3) Latin America’s industrial revolution has greatly enlarged her 
demand for almost every kind of article manufactured north of the Rio 
Grande. 


In fact, the growing interdependence of Western Hemisphere nations 
has significantly altered the pattern of world trade. Inter-American trade is 
increasing much faster than world trade. Last year more than half of U.S. 
exports went to other nations in the Americas (including Canada), up from 
only one third before World War II. These areas, in turn, supplied 56% 
of U.S. imports, compared with 37% prewar. 

The growth of inter-American commerce means more business for 
Grace Line ships. 
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Gracc in Air Transportation 


Panagra 


Panagra (Pan American-Grace Airways, Inc.) pioneered the first 
scheduled commercial air transport service along the West Coast of South 
America over twenty-five years ago and today operates a 6,000-mile net- 
work of routes linking Panama, Colombia, Ecuador, Bolivia, Peru, Chile 
and Argentina. Under a through-flight agreement with Pan American World 
Airways, Inc., Panagra aircraft operate over Pam Am’s route between 
Panama and Miami to provide direct one-plane service from Buenos Aires 
to Miami. Extension of Panagra flights to New York and Washington over 
the routes of Eastern Air Lines through an agreement now awaiting approval 
of the Civil Aeronautics Board will complete the pattern and permit Panagra 
to provide one-plane service to the area which generates over two thirds 
of its U.S.-South American traffic. 

While the pioneering feat in itself is considered a remarkable achieve- 
ment among U.S. flag carriers, no less notable perhaps is the fact that 
Panagra has earned a profit for its joint owners, W. R. Grace & Co, and 
Pan American World Airways, in twenty-one of the twenty-five years of 
its operations. 

The original investment of the joint owners was $500,000 each. The 
corporation now has a net worth of about $9,600,000 and enjoys a leading 
position in all seven republics it serves. 

Founded as the Peruvian Airways Corporation, Panagra made its first 
flight on September 13, 1928, carrying a cargo of four passengers and a 
small amount of mail on a 600-mile trip from Lima to Talara in a single- 
engine Fairchild monoplane. Within ten months Panagra had extended its 
route northward to Cristobal, Canal Zone, and southward to Santiago, Chile. 
By October 1929, new tri-motored Ford planes had made a reality of a 
proposed route from Santiago across the high Andes to Buenos Aires. Less 
than a year after its inception, a weekly airmail service 4,463 miles long 
linking six countries had been inaugurated and was a regular operation. 
The air transport business in 1929 was a struggling young industry, the 
longest route in operation in the United States at the time being from 
Chicago to San Francisco, a distance of 1,943 miles. 

Following the 80th meridian on a true great circle course, Panagra’s 
route is the shortest line between the United States and Buenos Aires. 
Linking as it does the active industrial, agricultural and mineral-rich areas 


of South America with key trading and manufacturing areas of North 
America, Panagra’s growth has closely paralleled that of the areas served by it. 

From a total of 338,000 revenue passenger miles flown in 1929, its 
first full year of operation, Panagra increased its passenger traffic to 5,000,000 
revenue passenger miles flown in the mid-1930s and to 9,281,000 in 1939. 
Increased carrying capacity and war-accelerated traffic raised the total to 
63,109,000 in 1944. In 1949 Panagra flew 105,987,000 revenue passenger 
miles and in 1953 a total of 137,395,000. 


Panagra Revenue 


$13,834,000 
15,618,000 
17,491,000 
17,697,876 


The net worth of Panagra is another index of its growth. From 


$2,318,000 in 1935, net worth increased to $6,481,000 by 1944 and to, 


$8,569,000 by 1952. At December 31, 1953, the net worth aggregated 
$9,597,000. Investment in operating property since World War II alone 
has increased about 350%. At December 31, 1953, sums committed for 
aircraft on order (Douglas DC-6Bs and DC-7s) amounted to $12,000,000. 

With safety, efficiency and comfort as its constant aims, Panagra has 
always been in the front rank of the air transportation industry with respect 
to its carrier equipment. Today its fleet consists of four DC-6Bs, five DC-6s, 
three DC-4s and ten DC-3s. Larger and faster DC-7s, of which five are 
now on order, will replace a part of the fleet when delivered. 

During Panagra’s period of rapid growth, increased efficiency of oper- 
ation and improved carrier equipment have made possible steady reductions 
in costs per available ton mile flown. For example, in 1934 expenses of 
$1.04 for every ton mile of available capacity were incurred. This figure 
has been reduced as follows: 94 cents in 1939, 76 cents in 1944, 50 cents 
in 1952, and 48Y, cents in 1953. 

Panagra’s type of service and the personalized attention afforded cus- 
tomers on regular commercial flights have earned for the company recog- 
nition of its slogan “The World’s Friendliest Airline.” 

Panagra established new records in revenue and in revenue passenger 
miles in 1953. In January 1954, a civil anti-trust suit was filed by the 
Department of Justice against Pan American World Airways, Inc., W. R. 
Grace & Co., and Panagra, seeking, among other relief, divestiture by both 
stockholders of their holdings in Panagra. The Company and its attorneys 
know of no basis in fact or law for this action. No monetary damages are 
sought. 
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Panagra DC-6B at airport, Lima, Peru 
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Grace in Finance 


Grace National Bank of New York 


Grace National Bank, about 80% of the stock of which is owned by 
Grace, is located at 7 Hanover Square, New York City. It is a member of 
the New York Clearing House Association and conducts a general com- 
mercial banking business, both domestic and international. Through its 
Loan Department relationships are maintained with leading industrial, finan- 
cial, importing and exporting concerns. In addition to corporate and indi- 
vidual deposits, accounts are maintained by banking institutions. 

Foreign Department services include (1) the discounting of bills of 
exchange drawn in dollars or foreign currencies, (2) the issuing of com- 
mercial and travelers’ letters of credit, (3) the accepting of bills of exchange, 
(4) buying and selling of foreign exchange, (5) telegraphic and mail trans- 
fers of funds all over the world, (6) extension of credit on foreign trans- 
actions for domestic and foreign entities, and (7) the collection of drafts 
drawn in dollars or foreign currencies. 

The Foreign Department of the Bank is closely associated with central 
and private banking institutions in South and Central America, and it is 
particularly active in this inter-banking field. 

An active Trust Department is maintained performing such functions 
as acting as executor, administrator, guardian or trustee for individuals, as 
registrar and transfer agent for stocks and bonds, and as fiscal agent for 
corporations. An advisory investment service is also available for pension 
funds, private funds and individuals. 


Grace National Bank of New York 


Net Operating 
Resources Deposits Earnings 
(000) (000) (000) 


1949 $110,516 $ 96,058 $476 
1950 124,392 104,638 585 


1951 143,311 120,390 594 
1952 132,509 114,410 654 
1953 139,868 LECT 694 


Capital stock, surplus and undivided profits during the last ten years have 
increased by 70.5% and at December 31, 1953, totaled $8,980,286. 
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Griswold and Company, Incorporated 


Grace owns a substantial majority interest in Griswold and Company, 
Incorporated, a company engaged in a general insurance brokerage business 
since 1944, Although this business is not large as insurance concerns go, 
it has experienced a steady growth since its inception and is considered by 
Grace to possess an attractive potential. Griswold recently acquired the 
business of Frank & Dubois, one of the oldest insurance firms in New York. 
Gross brokerage income of Griswold in 1953 was about three times the 
amount of such income in 1947. 


24-story Cotton Exchange Building, 
New York City, recently purchased by 
W.R. Grace & Co. 


Grace on the U.§. Pacific Coast 


The United States Pacific Coast activities of W. R. Grace & Co., some 
of which date back over eighty years, were a natural outgrowth of the 
steamship trade between New York, South America and San Francisco, and 
although in recent years these activities have been expanded into new related 
and unrelated channels, to a great extent they follow a pattern established 
by the Company in the last century. 

A subsidiary, Grace & Co. (Pacific Coast), conducts these operations 
which in many ways are similar to those of the parent company in New 
York and, to be sure, the subsidiary possesses a relatively high measure of 
autonomy. This subsidiary carries on an import and export business (among 
commodities handled are general merchandise, lumber, coffee and other 
food products), supervises steamer services of Grace on the West Coast and 
in Central America, and manages the subsidiaries operating in both areas. 


Graco 


Through another Grace subsidiary, Graco, Grace & Co. (Pacific Coast) 
operates International Harvester dealerships in four cities located in the 
rich Central Valley of California. Graco is one of the nation’s leading farm 
equipment dealerships with sales of approximately $6,000,000 annually. 


Foster and Kleiser Company 


In October 1952, through a wholly-owned subsidiary, Grace purchased 
for cash over 99% of the common stock of Foster and Kleiser, the second 
largest outdoor advertising firm in the United States. This acquisition con- 
firmed Grace's long-standing policy of investing in profitable going concerns 
where the concern is a significant economic factor within its geographic 
sphere and if the investment can be made on an attractive basis of return 
to Grace. 

Operating in Washington, Oregon, California and Arizona, Foster and 
Kleiser owns over 32,000 advertising structures in 450 communities. Gross 
revenues and net profit after taxes have shown a strong uptrend for the 
past ten years, with increases of over 100% in both. 
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The purchase of Foster and Kleiser was made at a very favorable 
price, $7,800,000. Of this amount $4,000,000 was borrowed by Grace on 
a twenty-year repayment basis. The net profit on the equity after taxes and 
interest for the year 1953 was equal to $1,648,232. During 1953 approxi- 
mately $450,000 was invested in expanding Foster and Kleiser facilities. 
Foster and Kleiser is a subsidiary of and is supervised by Grace & Co. 
(Pacific Coast). 


Display boards, Foster and Kleiser plant, 


San Francisco, California 
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Grace in Central America 


The investments of Grace in Central America, although small in rela- 
tion to its aggregate foreign investments, are important from the viewpoint 
that they complete the link between Grace’s business activities in the United 
States and in South America. 

The fertile Caribbean and Pacific plains support for the Central Ameri- 
can countries a well-diversified agricultural economy, the climate in such 
regions being particularly well suited to the production of coffee, bananas, 
cotton, rice, sugar cane and oil seed. Little activity in mining, except for 
gold production, has yet found its way into Central America. Industrial 
development has been mostly in cotton textile and cement manufacturing 
and in vegetable oil crushing. 

The Republics of Costa Rica, El Salvador, Nicaragua and Guatemala 
have all been riding the crest of the coffee wave; hence, their dollar balances 
reflect the favorable foreign trade balances and present some evidence of 
domestic prosperity. The only beclouding factor currently appears to be of 
a political nature, and this only in Guatemala, where the government’s new 
agrarian law and other action against foreign investments has had the effect 
of discouraging the inflow of foreign funds. 

Grace has been associated with the economic development of Central 
America for over forty years. Grace & Co. Central America presently has 
offices in El Salvador, Nicaragua, Costa Rica and Guatemala through which 
agency services for Grace Line are handled and products of Grace and others 
are distributed. Grace Line, the chief ocean carrier in Central America on 
the routes on which it operates, serves all the principal Pacific ports of the 
region, while other subsidiaries of the Company operate port facilities, as 
well as warehouse and trucking facilities. Six coffee plantations with a 
combined area of about 4,000 acres are owned and operated by a subsidiary 
in Guatemala. What effect, if any, the new agrarian laws may have on these 
plantations cannot be predicted; however, political conditions in Guatemala 
remain in a state of disturbance and the government there has recently 
intervened in the operations of Grace subsidiaries which conduct port oper- 
ations in San José and Champerico. The Company’s investments in and 
profits from these operations are not considered material. 

To facilitate the administrative procedure, the over-all direction of 
Grace’s Central American operations is lodged in San Francisco with the 
Grace & Co. (Pacific Coast) management. 

In Panama a wholly-owned subsidiary of Grace owns a three-story 
office building in Cristobal and there (as well as in Balboa and Panama 
City) maintains an office through which it carries on an agency business 
for Grace Line, Gulf & South American Steamship Co., Inc. and for a large 
number of other steamship companies. An index of the business volume of 
this subsidiary is found in the fact that in 1953 Grace Line vessels alone 
made 195 trips through the Canal and Gulf & South American 50 trips, the 
total tolls from which amounted to $1,167,000. Grace operations in Panama 
are administered by W. R. Grace & Co. 
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Operations of Grace 


in South America 


In Peru, Chile, Colombia, and Bolivia Grace exhibits a business pattern, 
the fundamental nature of which characterizes the Company’s approach to 
commercial endeavors in all Latin American countries in which it operates. 
Any difference is principally one of degree and not of substance. In each 
country Grace has established itself in one or more of the basic industries — 
textiles, sugar, coffee, paper, paint, transportation or food—around which 
it has developed, in some instances, collateral businesses. 

For example, Grace is a majority owner of the most important cotton 
textile mills in Peru and Chile. In each country the local Grace commercial 
houses act as sales agents for the mills, and the distribution of such textiles 
supports branch houses in all the main cities located in the two republics. 
In addition, these agencies sell, to a large extent, the products flowing from 
Grace’s other manufacturing plants as well as lines of other domestic and 
foreign producers. 

In Peru, Chile and Bolivia, Grace operates separate subsidiaries known 
as the International Machinery Company. IMACO is sales representative 
for such U.S. manufacturers as General Electric, Ingersoll-Rand, Socony- 
Vacuum, Royal Typewriter, B. F. Goodrich, Bucyrus-Erie, Combustion 
Engineering and many others. The knowledge gained over the years by 
Grace in distributing products of its own manufacture has proved valuable 
in selling lines of important U.S. producers such as those just listed and, 
in turn, Grace has profited by being able to offer to Latin American con- 
sumers products possessing brand acceptance. 

A similar application of reciprocal and related knowledge has proved 
to be profitable for all of Grace’s South American activities. It also benefits 
the Grace National Bank of New York and the Company’s export-import 
departments in New York, San Francisco and New Orleans. 

Grace’s activities in South America will be described in some detail in 
the pages to follow. Approximately 33% of the consolidated gross fixed assets 
of the Company and its subsidiaries at December 31, 1953, were located in 
South America, a proportion which, despite an expansion in investments by 


approximately $28 million since 1945 in that part of the Western Hemisphere, 
has declined over the years as Grace has expanded its capital investments in 
the United States. Notwithstanding the ratio of distribution geographically of 
fixed assets, the importance to Grace of its Latin American properties cannot 
be overemphasized. And Grace management in recent years has underscored 
its attitude on this subject by increasing the Company’s position in the 
textile industry in Chile and Colombia, by improving the productive facilities 
of Grace’s sugar estates in Peru, by entering the candy and biscuit manu- 
facturing business in Colombia, and by forming a new company in partner- 
ship with local and U.S. capital for the manufacture of chemicals in Brazil. 

It is the same confidence in South America’s business future that has 
paced decisions of W. R. Grace & Co. ever since 1854, when William Russell 
Grace made his first investment there. It is interesting to note the extent to 
which confirmation of such attitude can be found in recent years as measured 
by all U.S. private investment in Latin America. 

Since the end of World War II U.S. private investment in Latin 
American branch plants and subsidiaries has more than doubled, totaling 
at present well over $6,000,000,000. That is a third higher than at the end 
of 1950 and represents some 40% of U.S. private investments in all foreign 
areas combined. Only U.S. investments in Canada come close to matching 
those in Latin America and there they are less than $5,000,000,000, or 
about 32% of all private U.S. foreign investments. 

Petroleum was the dominant field of U.S. private investment in Latin 
America in the early postwar years. It made up 55% of the total increase 
in 1946-49. Since then the emphasis has shifted to manufacturing and 
mining, a shift which has accounted for a broadening geographically of 
U.S. private investments. At present about 30% of such investments is 
represented by petroleum, about 20% by public utility properties, 20% by 
manufacturing, about 17% by mining, About 9% by agriculture, and 4% 
by all other types of endeavor. 

Earnings in the postwar period on all such investments in Latin 
America have averaged about 15% per annum based on book value. Earn- 
ings remitted to the U.S. have averaged about 11% of book value and in 
1953 are estimated to have amounted to approximately $600 million. Of 
course the return varies widely by industries, showing the lowest percentage 
on public utility investments and the highest generally on petroleum. 

Earnings on direct private U.S. investments in Latin America, there- 
fore, are by no means uniform for all industries, nor are they uniform as 
between countries. Economic factors too numerous to be considered in 
this study and political factors cause a divergence as between nations in 
rates of return even in the same industry. As for Grace, a sound diversifica- 
tion among industries together with a reasonable geographical diversification 
serves in minimizing the risks from and maximizing the average rate of 
return on its Latin American investments. And now to consider the nature 
of these investments. 
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POPULATION: 9,035,000 
AREA; 482,257 Sq. Miles 


Grace in Peru 


With a land area of almost 500,000 square miles, Peru is divided by 
the dual cordilleras of the rugged Andes into three distinct geographic 
regions which, until the coming of air transportation and modern highway 
building, had little commercial relationship with each other. The most 
important area agriculturally and that which is advancing most rapidly 
industrially is the coastal region lying between the Pacific Ocean and the 
first cordillera. Modern methods of irrigation, superseding the techniques 
of the ancient Inca civilization, make possible the extensive cultivation of 
cotton, sugar cane, rice, and other foodstuff. 

In the northern coastal area lie the oil fields of Talara and the Sechura 
Desert, where International Petroleum Co., an affiliate of Standard Oil 
Company of New Jersey, has its wells and refinery. In the Sechura Desert 
new explorations are being actively developed by more than nine leading 
foreign oil companies. 

A majority of Peru’s 9,000,000 population lives in the central sierra 
or mountain section between the cordilleras. Elevations of 10,000 feet are 
common, and at least six peaks reach to twice that height. From the mines 
of the lofty Andes flow ores containing among other metals lead, zinc, 
copper, silver, gold, bismuth, antimony and cadmium. At its three-mile-high 
Minas Ragna mine, the Vanadium Corporation of America produces over 
half the world’s output of vanadium. 

East of the second cordillera lies Peru’s region of deep valleys, rich 
forests and tropical jungles now entering its first stages of economic devel- 
opment. Rubber, hardwoods, tobacco, tea and coffee thrive and important 
oil discoveries have been made there. 

“Lima House,” a branch office of the parent company, owns in Lima 
two connected office buildings occupying a site of about 40,000 square feet. 
Here is the administrative center of Grace’s Peruvian enterprises with a 
capable management team headed by Dr. Carlos Garcia Gastafieta, who 
also is a Vice President of W. R. Grace & Co. Lima is a prosperous city of 
approximately one million population and the industrial hub of Peru. 

Eight miles west of Lima is the port of Callao through which pass 
70% of the nation’s imports and 30% of its exports. It was here that Grace 
was founded one hundred years ago. It is still a very important center of 
commerce for Grace Line vessels. 


Grace Assets and Sales in Peru 


Sales and Revenues 
Current Equivalent 
Assets U.S. dollars 


Lima House acts as the general agent for Panagra, Grace Line, the 
Gulf & South American Steamship Co., and the Johnson Line which con- 
nects Peru with European ports. 


W. R. Grace & Co. Lima House— Sales 


In Peruvian Soles (000s) 
75,093 
101,137 
89,169 
106,532 


Grace y Cia. (Peru) 


This company operates sixteen branches in the important provincial 
cities and through such offices distributes Grace-made products as well as 
lines of other national and imported merchandise. It also serves as steamer 
and airline agent and through its branches in Callao and other ports it does 
an active maritime business. This company, in addition, operates a trucking 
business, a flour mill in Arequipa and, in Lima, a modern paint factory 
that today supplies about one third of the total paint consumed in Peru. 


Grace y Cia.— Sales 


In Peruvian Soles (000s) 
. 121,836 


. 159,432 
~ eOLS 
. 202,966 
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Paramonga and Cartavio 


Two 10,000-acre sugar haciendas, located respectively 125 and 300 
miles northwest of Lima, are owned and operated by subsidiaries of Grace. 
The Paramonga enterprise is highly integrated with a mill of 400,000 tons 
annual grinding capacity and with tractors, loaders, cranes, etc. for field 
work. Two hydroelectic plants make the hacienda self-sufficient for power. 

Paramonga has a paper mill and bag and box factory, the first such 
plant in the world to succeed in manufacturing paper from bagasse (sugar 
cane waste). It was the first plant in Peru to produce multiwall bags and 
other paper products and today produces over 60% of all paper consumed 
in Peru and 100% of the multiwall bags and corrugated boxes. 

Paramonga’s sugar mill produces daily about 175 metric tons of refined 
sugar, 55 tons of molasses and 12,000 liters of high-grade alcohol. 

Paramonga has a chlorine plant and a caustic soda plant, each of which 
was the first in Peru to produce its product commercially. In a further step 
toward integration, the paper mill consumes a large portion of Paramonga’s 
output of caustic soda in the process of dissolving pulp. 

Within the hacienda village of Paramonga, Grace has built hundreds 
of modern houses for its wage earners and salaried employees. It maintains 
schools, churches, a modern hospital, club houses, tennis courts, swimming 
pools and other recreational facilities, and with its improvement in the way 
of life of its laboring group, Grace has also given attention to broader aspects 
of agriculture in Peru by endowing a sugar laboratory in the University of 
San Marcos in Lima, by carrying on in its own laboratory at Paramonga 
studies relating to soil productivity and, in cooperation with the U.S. Depart- 
ment of Agriculture, by encouraging the formation in Peru of schoolboy 
organizations similar to U.S. 4-H Clubs. 

Cartavio operates a sugar mill which in a 24-hour period can produce 
about 300 metric tons of refined sugar and 115 metric tons of molasses. Its 
distilling capacity is 5,000 liters of alcohol per day, and it also produces rum. 
The Cartavio mill grinds cane produced by other plantations in addition 
to that produced by its own. 


Paramonga and Cartavio— Production 


PARAMONGA PARAMONGA AND CARTAVIO 


Paper Sugar Cane Sugar 
and Board Ground Production 
(metric tons) (metric tons) (metric tons) 


10,100 823,441 101,549 
17,138 789,745 95,222 
16,700 831,478 94,073 
17,014 1,165,138 141,000 


Cias. Unidas Vitarte, Victoria, Inca S. A. 


This subsidiary, over 62% of the stock of which is owned by Grace, 
owns and operates three textile mills located in Lima and a fourth in Vitarte. 
Combined, they are the largest textile operation in Peru, occupying a total 
of 86 acres, with 75,000 spindles and 3,012 looms. Bleaching, dyeing, 
finishing, sanforizing, mercerizing and roller and screen printing are oper- 
ations performed in the plants, and production (28.5 million yards in 1953) 
to the extent of about 95% is sold in Peru. 

Since the end of World War II over $1,250,000 has been invested by 
Grace in modernizing and expanding these mills. Each mill uses raw cotton 
grown principally in Peru and rayons and other synthetics acquired by 
import, spins its own yarn and weaves such yarn into cloth. Sales of the 
company’s output of piece goods, trademarked DuraMas (“It lasts longer”), 
have shown a healthy uptrend since the war. 


International Machinery Company (IMACO) 


Under this name Grace for over fifty years has distributed brand items 
manufactured by such well-known U.S. companies as General Electric 
Company, Royal Typewriter Company, Socony-Vacuum, B. F, Goodrich, 
Ingersoll-Rand, Bucyrus-Erie, and Combustion Engineering. Sales through 
this subsidiary cover a wide variety of items ranging from electrical equip- 
ment to typewriter ribbons and lubricating oil to industrial machinery. From 
1950 to 1953 such sales increased by about 320%. 


Compania “Arturo Field y La Estrella” Ltda. 


Since 1951 Grace has owned a majority of the stock of this company, 
for many years the leading Peruvian manufacturer of biscuits and, more 
recently, of crackers, candy and chocolate. Sugar from Grace mills is used 
in the production and Grace-made boxes in the distribution of these con- 
fections. Sales of these products since 1950 have shown an increase of over 
43% despite growing competition from abroad. Factory is located in Lima. 


General Comments on Peru 


Peru is demonstrating that a favorable climate for private enterprise 
with a minimum of economic controls pays off in prosperity and political 
stability. Peru’s internal budget has shown a surplus in each year since 1949. 
In 1953 the nation’s foreign trade balance suffered, but not too seriously, 
from the decline in world prices for lead, zinc, cotton and sugar. Principal 
markets for Peru’s exports are the United States, the United Kingdom, 
Chile, and France. Chief industrial center is Lima-Callao; second in im- 
portance is Arequipa in south Peru; third is Iquitos, distributing center for 
the tropical area of Peru located in the Amazon basin. There are presently 
no exchange controls in Peru. Monetary unit is the sol with a current value 
of about 5¢ in U.S. money. 
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POPULATION: 6,000,000 
AREA: 286,322 Sq. Miles 


Grace in Chile 


The narrow strip of land that is Chile stretches from the tropics to 
the subantarctic and falls from the crest of the Andes more than 20,000 
feet high to the Pacific Ocean. With an area of 286,322 square miles, the 
country at no point is over 250 miles in width, but its 2,600 miles of length, 
if superimposed on a map of the Northern Hemisphere, would reach from 
well into Canada on the north to a point well within Central America on 
the south. Seen from top to bottom, there are really three Chiles: 


1. The northern one third, extending from the Peruvian border to 
about one hundred miles north of Valparaiso, contains one of the most arid 
deserts in the world and the largest known deposits of natural nitrate. Here 
also are rich deposits of copper, gold, silver, lead, iron, cobalt and other 
minerals. 


2. The Central section, from Valparaiso to Puerto Montt, includes the 
Central Valley with a dry, sunny climate and fertile fields irrigated from 
rivers falling from the Andes. In this, the country’s breadbasket, are vine- 
yards, olive groves, and orange, peach and apple orchards. Here are lumber 
and mining towns, together with cattle ranches. The bulk of Chile’s 6,000,000 
population has settled in this section. In Santiago alone live about 1,500,000. 


3. The southernmost third of Chile is a region of spectacular fiords, 
blue-green glaciers, dense virgin forests and thousands of islands. In the 
extreme south, along the Straits of Magellan, petroleum has been discovered. 


Copper mines have been worked in the north of Chile for more than 
three hundred years, and the two principal mining companies, controlled 
and operated by Anaconda and Kennecott interests, have been valued cus- 
tomers of Grace Line for many decades. Grace vessels also haul mining 
machinery, equipment and other supplies going into the region. 

Rising world prices for synthetic nitrates and improved mining methods 
are helping restore Chile’s nitrate to the position it held prior to the 1930-32 
depression. A valuable by-product of nitrate production is iodine, and Chile 
supplies about 70% of the world requirements thereof. 

But it is in industry that Chile is making her widest gains. Industrial 
production in the last three years has shown an over-all increase of about 
40%. Factory output, to which Grace subsidiaries contribute importantly, 
has more than doubled in the past ten years. 


Grace y Cia. (Chile) S. A. 


This Grace subsidiary, with headquarters in Santiago, administers the 
affairs of the Company in Chile and, through its seventeen offices located 
in all principal cities in the republic, it serves as distributor of products 
manufactured by Grace’s Chilean enterprises and also handles the mer- 
chandise of other local as well as foreign producers. 


Grace Assets and Sales in Chile 


Sales and Revenues 
Current Equivalent 
Assets U.S. dollars 


$5,200 $26,173 
5,400 23,758 
19,664 

29,368 


Grace y Cia. also engages in the import-export business and in the 
management of certain port facilities, and it acts as agent for Grace Line 
and Panagra and as representative for certain U.S. and British concerns. 
Sales of this corporation in Chilean pesos in 1953 were almost 425% higher 
than in 1950. 

Certain subsidiaries of Grace own a total of about 50,000 square feet 
of space on six floors of a Santiago office building completed in 1949. Grace 
y Cia. also owns a four-story office building in Valparaiso and a total of 
88 lighters and 9 towboats located in a number of Chilean ports. 


Fabricas Textiles Caupolican S. A. 


This company, over 78% of the stock of which is owned by Grace, 
owns and operates two cotton mills. Its Chiguayante mill, located on a 
205-acre site on the Bio-Bio River five miles from Concepcion, is the largest 
finished cloth mill in Chile. This plant, with over 19,500 spindles and 962 
looms, has modern equipment for sanforizing and mercerizing as well as 
dyeing and mechanical and screen printing departments. The Company's 
Renca mill, located on a 45-acre site seven miles from Santiago, was built 
in the last six years and is very modern in every respect. With about 5,000 
spindles and 230 looms, it is equipped for processing superior quality cotton 
and blended fibers and has a screen-printing department. Both mills, 
Chiguayante and Renca, are vertically integrated, with facilities for spinning, 
weaving and finishing. Total production in 1953 of the two mills amounted 
to approximately 28,000,000 yards of finished cloth, virtually all of which 
was sold in Chile, and a great part through Grace outlets. 

Caupolican’s woolen mill of 2,840 spindles and 72 looms is located at 


37 


CHEMICAL OPERATIONS OCEAN S 


MIXED FERTILIZERS SAILING VESSELS Al 
INSECTICIDES STEAMERS — FIRST “‘ 


SUPERPHOSPHATE GRACE LINE: 
SULPHURIC ACID AGENCY 
LIGHTERAGE 


TRIPLE SUPERPHOSPHATE 
SULPHATE OF AMMONIA i a 
GULF & SOUTH AM 
PHOSPHORIC ACID exits tae 
CRACKING CATALYSTS tr ee 
SPECIALTY CATALYSTS 
SILICA GELS SILICOFLUORIDES 
HYDROFLUOSILICIC ACID 


AMMONIA, UREA 


The Growth and Di 


SUGAR (raw, refined) EDIBLE OILS 
MOLASSES LINSEED OIL 
RUM 
ALCOHOL PAINT 


SUGAR REFINING 

IMPORT-EXPORT 
MERCHANDISING 
MACHINERY SALES 


CATTLE FEED 
IMPORT-EXPORT 

MERCHANDISING 

MACHINERY SALES 


pare TEXTILES. 
PAPER 

PAPER BOARD ey 

BAGS, BOXES 

BUILDING BOARD SYNTHETIC FABRICS 

MILL. MODERNIZATION 

TEXTILES sipyane 

COTTON 


SYNTHETIC FABRICS LIGHT BULBS 


MILL MODERNIZATION 
BISCUIT AND CANDY MAKING 
PAINT 
TRUCKING 


CHEMICALS 
op . CHLORINE 
CAUSTIC SODA 
HYDROCHLORIC ACID 
FOLDING BOXES 
ETHYL CHLORIDE 
SODA ASH 


weet os AT ES 


AIR TRANSPORTATION | | TRADING & FINANCE 


ROUND THE HORN SINGLE-ENGINE SERVICE IN PERU 
SANTA” FLEET FIRST INTERNATIONAL SERVICE: 


FIRST TRANS-ANDEAN SERVICE: 
SANTIAGO TO BUENOS AIRES 
PANAGRA: 
INAUGURATION OF U.S, AIRMAIL 
SERVICE TO CHILE 
PANAGRA: 
FIRST THROUGH FLIGHT 
MIAMI TO BUENOS AIRES 
PANAGRA: 
EL INTER AMERICANO DC-6 
DC6-B TOURIST SERVICE 
DC-7s ON ORDER 


IMPORT-EXPORT 
BANKING 
PERU TO ECUADOR INSURANCE 


PORT OPERATIONS: 
AGENCY 
STEVEDORING 

IMPORT- EXPORT 
LUMBER 

OIL STORAGE 


CENTRAL AMERICA: 
PORT OPERATIONS 

AGENCY 

LIGHTERAGE 

STEVEDORING 
COFFEE GROWING 
COFFEE PROCESSING 
IMPORT-EXPORT 
FARM MACHINERY DISTRIBUTION 
INDUSTRIAL MACHINERY DISTRIBUTION 
OUTDOOR ADVERTISING 


ersification of W.R. Grace & Co. 


SOUTH AMERICA 


ps 


COLOMBIA BRAZIL ARGENTINA ECUADOR BOLIVIA 


EE PROCESSING CHEMICALS 
RT-EXPORT bpT PAINT 
/RCHANDISING CHLORINE 
rT CAUSTIC SODA 
SOLVENTS 
ples DETERGENTS 
TTON WETTING AGENTS 
NTHETIC FIBER 
ANT EXPANSION 


IT AND CANDY MAKING 


tke PROPOSED PROJECTS 


IMPORT-EXPORT 


We ENTERPRISES PRIOR TO 1940 
te ENTERPRISES SINCE 1940 


IMPORT-EXPORT MINING 
MERCHANDISING TIN 
COCOA PROCESSING TUNGSTEN 
FLOUR 
CEMENT 


BUILDING MATERIALS 
IMPORT-EXPORT 
MERCHANDISING 
LUMBER 
SUGAR 
RICE 


39 


Vita del Mar. In addition to this woolen operation Grace owns a 34% in- 
terest in the modern Bellavista woolen mill in the town of Tomé, near 
Concepcién. These two mills produce an annual total of about 1,300,000 
yards of fabric ranging from rough woolens to high quality tweeds, gabar- 
dines and worsteds. 

Viscose rayon staple fiber and wool needed by the three Caupolican 
mills are produced in Chile; cotton and synthetic staples other than viscose 
are imported. These mills are presently operating on two- and three-shift 
bases, evidencing the acceptance which Caupolican products have. 


Cia. de Indistrias y Azicar S. A.—COIA 


This company, 67% owned by Grace, owns an edible oil and linseed 
oil refinery located on a 7-acre site in Vifia del Mar, on which site a paint 
plant and sugar refinery are also situated —owned as well by COIA. The 
oil refinery consists of a solvent extraction plant with an estimated produc- 
tive capacity of 1,500 metric tons of crude oil per annum and of an oil 
refinery with an annual capacity of 4,000 metric tons of edible and linseed 
oils and 600 metric tons of lard. 

The paint plant with a capacity of 1,800 metric tons per annum is 
modern and is equipped to produce a complete line of paints, varnishes 
and enamels. 

The sugar refinery, completed in 1939, has an annual capacity of 
30,000 metric tons of refined sugar and 15,000 metric tons of washed sugar. 

COIA manufactures about 20% of the edible oil consumed in Chile, 
15% of the refined sugar, and 25% of the linseed oil and paint. In Chilean 
pesos, total sales of COIA have increased by about 105% since 1950. 


International Machinery Company 


IMACO (Chile) is a leading importer of light and heavy equipment 
and related supplies and acts as distribution agent for such companies as 
International General Electric, $. Morgan Smith Co. and many others. 
Mining operations in North Chile and various hydroelectric and industrial 
construction projects throughout the nation have created a substantial 
demand for products such as drilling, milling and grinding machinery, 
hydraulic presses and automatic steam generators, blowers, fans and heat- 
ing equipment, diesel electric equipment and all the tools of the miner’s 
trade. IMACO has participated in the distribution of all these types of 
products, and its sales in pesos have increased by about 100% since 1950. 

IMACO is the exclusive distributor for Electromat, S.A., the largest 
manufacturer of light bulbs in Chile, a company of which Grace and the 
International General Electric Company are majority owners. The Electro- 
mat plant is located in Santiago and is modern in every respect. It is the 
first Chilean plant to become equipped to produce fluorescent lamps and 
soon will enter the field of household appliances. 


General Comments on Chile 


Inflation is plaguing Chile. Faced in 1953 with a drop in receipts from 
copper, the nation’s principal export commodity, the government issued 
more money to cover a budget deficit of six billion pesos. In December the 
government abandoned its pegged price for export copper, and major pro- 
ducers are now permitted to sell their output at competitive prices. This 
year Chile is undertaking an ambitious program to develop her agriculture 
in order to make the nation more nearly self-sufficient in foodstuffs. In 
November a government decree was issued with an objective of creating a 
more favorable climate for foreign capital. Among other features it would 
grant the right to remit all interest and profits for at least ten years, would 
grant the right to repatriate, after five years, up to 20% of invested capital 
annually, and would free the imported capital from new taxes for ten years. 
This indicates the extent to which Chile’s middle-of-the-road government 
is trying to correct a national deficiency — lack of adequate capital. The 
official rate of exchange is 110.2 pesos to the U.S. dollar, but as many as 
330 pesos are often offered in the open market. Chile maintains strict control 
over imports and exports. The United States is still Chile’s best customer 
and also the chief source of goods she imports. 


The Bellavista wool mill, Tomé, Chile 
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Grace in Colombia 


Colombia occupies the northwest corner of South America with front- 
POPULATION: 12,000,000 age on both Atlantic and Pacific waters. Its area of 439,825 square miles 
AREA: 439,825 Sq. Miles is equal to the combined areas of France, Spain and Portugal. The main | 

geographic regions are (1) the Atlantic or Caribbean coastal region, which 

consists chiefly of savannas and overflow lands but also embraces the high 
Sierra Nevada de Santa Marta and the semi-arid Guajira peninsula; (2) the 
tropical rain forests of the Pacific margin and the Atrato valley; (3) high- 
land Colombia, where most of the nation’s 12,000,000 population and major ; 
economic activities are concentrated; and (4) the sparsely settled eastern 
plains, which are drained by tributaries of the Orinoco and Amazon Rivers. 

Colombia’s climate and rich soil are favorable to the production of 
coffee, rice, tobacco, cocoa, sugar, wheat and bananas. Colombia is the 
second largest producer of coffee in Latin America. It is grown for the most 
part by small farmers and is harvested in October and June. As an export 
commodity petroleum is second only to coffee, the latter accounting for 
about 80% of the country’s foreign exchange. 

Among the minerals found in Colombia are gold, silver, copper, lead, 
mercury, manganese, platinum, coal and iron. 

Endowed with valuable agricultural and mineral resources, Colombia 
since World War II has expanded its industrial establishment rapidly, with 
the value of industry’s output in 1953 higher by over 100% than in 1945. 
National production now about meets domestic demand for such lines as 
footwear, cement, building materials and some beverages. Except for certain 
specialty cloths, Colombia manufactures all her own textiles. Bogota, Bar- 
ranquilla, Medellin, Cali and other cities are becoming substantial industrial 
centers. A steel mill is under construction at Paz del Rio. ™ 


Grace y Cia. (Colombia) S. A. 

Like its counterparts in other South American countries, this subsidiary 
of Grace administers the Company’s affairs in Colombia. It negotiates pur- 
chases of green coffee from growers, operates five coffee processing plants 
called trilladoras, and arranges for the shipment of coffee for export. Grace 
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interests in the United States import much of the coffee handled by the 
trilladoras and Grace vessels transport the cargo. 


Grace Assets and Sales in Colembia 


Sales and Revenues 
Current Equivalent 
Assets Assets U.S. dollars 


$ 4,100 $ (100) $ 1,619 
8,800 5,300 10,446 
10,100 7,000 14,268 
10,700 7,900 15,219 


With offices in eight principal cities in Colombia, this company acts 
as distributor of Grace-made goods and lines manufactured by others, is 
airline and steamship agent, booking both passengers and freight, and acts 
as supervisor of loading, discharging and dispatching of imports and exports. 


Comestibles La Rosa, S. A. 


This wholly-owned subsidiary of Grace is the newest of the Company’s 
endeavors in Colombia, opened in 1950. Products of La Rosa include 
crackers, sweet cookies, hard and soft candies, fine chocolate candies and 
cooking chocolate. Establishment of this plant was a direct outgrowth of 
Grace’s success with Arturo Field y La Estrella in Lima. 

The La Rosa plant, with an annual capacity of 1,200 tons of biscuits, 
1,200 tons of candies, and 300 tons of chocolate, is located on a 115-acre 
site at Pereira and is under the direction of U.S. and European technicians 
trained in quality control. Sales in 1953 were more than 100% greater than 
in 1951, and it is estimated that by the end of 1954 La Rosa will be supply- 
ing at least half of the nation’s requirements of these confections and biscuits. 


Tejidos el Condor S. A. 


A majority-owned subsidiary of Grace, Tejicondor is a cotton and rayon 
mill located in Medellin. Third largest in Colombia, the mill has 33,144 
spindles and 885 looms. Sales of the company in 1953 were about 50% 
higher than in 1950. In the face of a U.S. setback in the textile business, 
Tejicondor in 1952 and 1953 increased its profits from operations by almost 
30% and today the plant is operating on a three-shift basis six days per week. 

Since 1947 Grace has more than doubled its capital investment in this 
subsidiary, mainly for the addition of rayon facilities and for the newest 
equipment available, and now the plant is fully integrated. 
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Condor owns a 43% interest in Indurayon Consolidada, S$. A., Colom- 
bia’s largest producer of viscose filament yarns and staple fiber. Under the 
technical direction of American Viscose Corporation, this corporation’s 
plant is located near Barranquilla. 


Pinturas Colombianas, S. A. 


Grace owns 49% with Colombians owning the remainder of the stock 
of this affiliate which, in a plant in Medellin, manufactures paints, enamels 
and varnishes under the well-known brand name “Pintuco.” It is estimated 
that Pintuco enjoys about 25% of the total Colombian market for paint, 
with competitors and importations sharing the remainder. Sales in 1953 
were about 43% higher than in 1950. 


General Comments on Colombia 


Since mid-1951 as a result of expanding coffee exports and rising world 
prices, the internal economy of Colombia has been stable and relatively 
prosperous. Political conflict, which prevailed theretofore, on June 13, 1953 
culminated in a bloodless coup d’état spearheaded by the army which re- 
moved from office the government of Laureano Gomez and substituted 
therefor the more moderate conservatives under the leadership of General 
Rojas Pinilla. The new regime enjoys the confidence of the people and under 
it business has prospered. Constitutional reforms are under consideration 
that would help to implement a democratic form of government. Agricul- 
tural production is in a strong uptrend, with cotton production, for example, 
in 1953 exceeding that of 1951 by almost 200%. The climate is favorable 
for foreign capital investments, and there is an adequacy of foreign exchange 
with exports in 1953 exceeding imports. The Colombian peso is worth about 
40¢ in U.S. money. An impressively large number of U.S. companies have 
been establishing branch plants in Colombia, particularly in the Cali and 
Medellin areas. A very important key to continued prosperity is continued 
political stability. 


The Tejicondor cotton and rayon mill, 
Medellin, Colombia 
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Grace in Other 
South American Countries 


BRAZIL 


Brazil, the largest country in South America with her 3,286,000 square 

POPULATION: 55,772,000 miles and 55,772,000 people, represents a new area of commercial endeavor 
AREA: 3,286,169 Sq. Miles for Grace. In 1952 after exhaustive study, a project for the construction of 
a plant in Sao Paulo for the manufacture of DDT and the production of 

caustic soda, chlorine and other chemicals was developed. This project is 

considered by Grace as a springboard for further endeavors in the chemical 

field. Allied with Grace in the project are American Home Products Cor- 

poration and Instituto Medicamento Fontoura S.A., a Brazilian company. 

Grace is presently negotiating with other chemical interests looking 
toward an important enlargement of its participation in the industrial ac- . 
tivities of Brazil and toward a much wider diversification of its chemical 
investments there. 

In 1953 Brazil turned in a foreign trade surplus of more than five billion 
cruzeiros (equal at the free rate of exchange to over $100,000,000). Record 
coffee prices offset Brazil's frost-curtailed crop. All exports to the United 
States totaled $766 million and imports from the U.S. amounted to $292 
million, which was less than one third of Brazil's total imports for the year. 
Dollar exchange is still short, with the Bank of Brazil selling dollars for 
future delivery and counting on future export receipts to meet the contracts. 
Other currencies are being sold for spot delivery. 


ARGENTINA 


Grace’s first industrial investment in Argentina has been the acquisition 
POPULATION: 18,400,000 of a minority interest (with negotiations to obtain majority control now in a 
AREA: 1,072,745 Sq. Miles progress) in Bacigalupo Cia. Ltda., the third largest paint producer in 
Argentina. The plant is located in Buenos Aires, a city of four million pop- 
ulation where the market is excellent for the corporation’s quality paint 
products. Sales have quadrupled since 1947. 
Grace y Cia. (Argentina) is a small office which for many years has 
been maintained in Buenos Aires, working under the supervision of Grace’s 


46 


POPULATION: 3,400,000 
AREA: 101,481 Sq, Miles 


POPULATION: 3,120,000 
AREA: 416,040 Sq. Miles 


Chilean organization and doing a trading business principally on a service 
basis for other units of Grace’s South American operations. 

As a result of an improved farm output and reduced imports, Argentina 
reported a large trade surplus in 1953. However, there is still a dollar short- 
age, which is contributing to a scarcity of certain raw materials and almost 
all types of much-needed industrial machinery. Total exports last year 
amounted to over 6.5 billion pesos and imports totaled over 4.5 billion. 
Exports to the United States alone amounted to about $182 million and 
imports from the U.S. were about $104 million. Since the beginning of 
this year the Central Bank has taken steps to make Argentina a more 
attractive home for foreign capital. 


ECUADOR 


Grace y Cia. (Ecuador) S.A., with offices in five Ecuadorian cities, 
acts as the agent for Grace Line, Gulf & South American Steamship Co. and 
Johnson Line, as well as for Panagra. In addition, this subsidiary exports 
coffee, cocoa, ivory nuts and other national products, It distributes domesti- 
cally paper products and chlorine produced by Grace in Peru as well as 
many other lines produced by Grace and other manufacturers. 

Of Ecuador’s export commodities cocoa heads the list but close behind 
are rice and bananas. Coffee is one of its oldest exports and is becoming 
more important as an income producer. In 1953, however, after floods had 
damaged large areas of the export crops, Ecuador turned in an over-all trade 
deficit of about $7.2 million despite the fact that it sold to the U.S. goods 
worth $44.9 million while buying from the U.S. goods worth $41.2 million. 
Ecuador's principal needs at present are highways, and machinery with 
which to modernize its industrial establishment. The nation’s land area is 
about 101,500 square miles and population, 3,400,000. The unit of currency 
is the sucre, worth about 614¢ in U.S. money. 


BOLIVIA 


Grace y Cia. (Bolivia) S.A., as is the pattern throughout South America, 
acts in Bolivia as the agent of Panagra, Grace Line and Gulf & South Amer- 
ican Steamship Co. It also imports and distributes foodstuffs such as sugar, 
dried milk, rice and other products. Moreover, it acts as distributor for 
affiliated companies producing cement and flour through its principal office 
in La Paz and its five other Bolivian offices. Much of the refined sugar con- 
sumed by Bolivia’s 3,120,000 population is produced in Peru on Grace’s 
two haciendas. 
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Through majority-owned subsidiaries Grace operates (1) flour and 
meal mills in La Paz and Cochabamba, milling about 16,000 tons of wheat 
and corn annually; (2) a cement plant near La Paz producing about 225,000 
barrels per year; (3) tungsten and tin mines under concessions covering 
20,400 acres; and (4) a factory manufacturing concrete blocks and con- 
struction materials. 

With a land area of 416,000 square miles, Bolivia in the western half 
is cut by rugged cordilleras, high plateaus and narrow valleys, and in the east 
is rolling country which is drained by tributaries of the Amazon. 

In 1953 falling tin prices plagued Bolivia’s domestic economy, for this 
commodity accounts normally for 60% to 70% of its exports. However, 
in October the United States announced that it would provide, in the form 
of farm commodities, other essential goods and technical assistance, $1 1,- 
000,000 of aid to Bolivia as a result of a request by her President. Food now 
accounts for about 30% of the nation’s imports, but better transportation 
will open up important new areas for farming. Price inflation has kept the 
domestic economy unsettled for the past four years, but the government is 
taking steps to brake the trend. 


The La Rosa candy, chocolate and 
biscuit factory, Pereira, Colombia 
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General Information 


INCORPORATION 


As the successor of a business that began in Peru one hundred years 
ago, W. R. Grace & Co. was incorporated under the laws of the State of 
Connecticut, having been duly authorized under a special act of the General 
Assembly of that state, approved June 20, 1899. The executive offices of the 
Company are located at 7 Hanover Square, New York 5, N. Y. 


BUSINESS 


The commercial endeavors to which W. R. Grace & Co. and its forty- 
seven active subsidiaries and associated companies are devoting their energies 
and capital resources are widely divergent, as evidenced by the description 
of those endeavors to be found in the earlier pages of this report. From these 
descriptions, however, one readily ascertains that, although twenty-four dif- 
ferent types of business and twelve different nations are encompassed by 
the operations, certain relationship patterns among these businesses have 
been developed by and turned into an advantage for the Company. 

Seldom has an investor been able to avail himself in a single common 
stock of such broad industrial and geographic diversification as is repre- 
sented by the stock of W. R. Grace & Co. 

While not neglecting to expand, improve and diversify other phases of 
the Company’s endeavors where profitable, the chemical business is the one 
upon which Grace has elected to concentrate for its primary growth in 
the future. 

As of December 31, 1953, approximately 67% of the consolidated 
gross fixed assets of the Company and its subsidiaries was domiciled in the 
United States, of which over half was dedicated to the fertilizer and other 
chemical business and about one third to Grace Line. The remainder of the 
domestic assets was devoted to such varied operations as banking, air trans- 
portation (Panagra), importing, exporting, insurance brokerage, outdoor 
advertising, and retail distribution of farm machinery. The 33% of the con- 
solidated gross fixed assets domiciled in Latin America was dedicated to a 
variety of endeavors, including cotton and woolen textile manufacture, 
importing, exporting, sugar refining, paper making, paint and varnish man- 
ufacturing, cement making, chlorine and caustic soda production, coffee 
raising and processing, and the production of edible and linseed oils. 
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MANAGEMENT 


The top management of Grace exhibits a diversification of experience 
and capability commensurate with the diversification of the operations it 
oversees, 


The Board of Directors is composed of the following: 


JOHN J. BuRNS C. C. MALLORY 
JOHN T. CAHILL ROGER MILLIKEN 
BRADLEY DEWEY L. H. ODELL* 
E. AINSWORTH EYRE JOHN H. PHipps 
WILLIAM P. GaGE MICHAEL G. PHIPPS 
ADOLF GARNI Haro_p J. Roic 
J. PETER GRACE, Jr.* A. S. RupLEy* 
JoHN C. GriswoLp* ANDREW B. SHEA* 
Ropert T. HASLAM FRANK C. WALKER 
W. G. HoLtoway* CuaRLEs E. WILSON* 


Joun T. MADDEN 


*Members of the Executive Committee. 


The chief executives of the Company are: 


W. G. HoLtoway, Chairman of the Board: A grandson of the founder, 
William Russell Grace, Mr. Holloway at 67 years of age has been associated 
with the Company for over forty-five years. From 1910 to 1912 inclusive 
he was with W. R. Grace & Co. in San Francisco and from 1923 to 1929 
was in charge of the London office. He also was in charge of Grace’s Peruvian 
business for eight years. He became a Vice President in 1922, Treasurer in 
1936, and in 1945 he succeeded Joseph P. Grace as Chairman of the Board. 
His broad experience and counsel are important to a substantial segment 
of American commercial life. 


Cuar Es E. WILSON, Chairman of the Executive Committee: Formerly 
president of General Electric Company, Mr. Wilson joined Grace in 1952 
as a Director and Consultant. During World War II Mr. Wilson served as 
Executive Vice Chairman of the War Production Board with complete 
authority over all U.S. war production. In 1950 he was appointed first 
Chairman of the Defense Mobilization Board. 


J. PETER Grace, Jr., President: Son of Joseph P. Grace and grandson 
of the founder, Peter Grace grew up in the Company, obtaining a diversified 
experience through his work in many departments. Mr. Grace became Secre- 
tary of the Company in 1942, Vice President in early 1945 and later that 
year succeeded D. Stewart Iglehart as President. At 40 years of age Peter 
Grace, a tireless worker, is the pacesetter of the organization. His business 
philosophy of optimism, subscribed to as well by his father and his grand- 
father before him, has sparked an expansion which has carried Grace's gross 
fixed assets from about $62,000,000 in 1945 to $182,000,000 in 1954. 


ANbREW B. Sue, First Vice President: Affectionately referred to by 
his associates as “Andy,” Mr. Shea joined the Company in 1920 in Lima, 
was the executive in charge of Peruvian affairs for Grace for four years, 
became a Vice President in 1939, a Director in 1946, and First Vice Presi- 
dent in 1950. He supervises the whole of the South American business, is 
President of Panagra and is Chairman of the Board of Grace National Bank. 
He is 51 years of age. 


Other executives, most of whom have had many years of service with 
the Company, are as follows: 


Vice Presidents 


JOHN C. GriswoLp L. H. ODELL 
C. C. MALLORY A. S. RUPLEY 
Lucas A. ALDEN JoHN D. J. Moore 
W. H. CLayTon RAuL SIMON 
W. F. CoGswELL JAMES H. STEBBINS 
WILLIAM FLATOW T. C. STOCKHAUSEN 
C. Garcia GASTANETA GusTAVo VIDAL 
J. E. Gopoy JoHN T. WHITELY 


W. E. McGuirk, Jr. 


Assistant Vice Presidents 


Ernest C, ARBUCKLE D. W. Rossins, JR. 
Tuomas M. Cook J. M. SCHAEFER 
F. R. FEuss P. H. SMITH 
FELIx E. LarKIN J. A. WicBur, Jr. 
E. Russett Lutz T. F. WILLIAMS 
Galt M. OXLEY E. E. WINNE 


VINCENT J. RIGGIO 


Other Officers 


Wesks COOSWELE, inven cc ee ns. wm, 1 em Seeretary 
TC STOCKHAUSEN: 2. 2% 3... tt 6reasurer 
LucasA.ALDEN. . . . . . . . . . . Comptroller 
GERARD L.CaRROLL . . . . . . . Assistant Secretary 
W.A.CASE 253 5. 3. Assistant Secretary 
G.R.HorneR . ... .. . . . Assistant Secretary 
FRANKLINMoon . . . . . . . . Assistant Secretary 
J.B.Harrgis. . . . . . . . . . Assistant Treasurer 
GARDNER LANNING. . . . . . . . Assistant Treasurer 
T.F.McDevirr ... . . . . . Assistant Treasurer 
E.G.STERNBERGER . . . . . . . Assistant Treasurer 
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Members of the top executive team have an average business experience 
of 30 years in North and South America. They are back-stopped by a 
“junior varsity” of capable executives averaging 42 years of age with an 
average of 12 years with Grace. 

Heading Grace Chemical Company are Charles E. Wilson as Chairman, 
and William P. Gage, President, for eleven years a Vice President in charge 
of manufacturing of the Shell Chemical Corporation and at one time super- 
visor of the Research and Development Department at Shell's head office. 
The management team under Mr. Gage averages 43 years of age, yet on the 
average has had 21 years’ experience in the chemical field. 

Upon the death of R. Ranney Adams, Cassius C. Mallory in 1953 
was named President of Grace Line Inc. Mr. Mallory joined Grace in 1921 
as Auditor of the Pacific Mail Steamship Co. in San Francisco and later 
assisted in the organization of the Panama Mail Steamship Co. He became 
a Vice President of Grace Line in 1930, Treasurer in 1937, and a Director 
in 1950. 

Among Grace’s management group in South America there are many 
Latin American names — men who are distinguishing themselves or who, 
during their lifetime, distinguished themselves, with the Company — such 
men as Raul Simon and Luis Valverde of Chile, Ernesto Aranibar and Jorge 
Zalles of Bolivia, Manuel Llaguno, Dr. Carlos Garcia Gastafieta, Alberto 
Falcon, Luis Miranda and Francisco Lopez Chavez of Peru, and Dr. Jorge 
Hernan Latorre of Colombia. 


EMPLOYEE RELATIONS 


Because Grace’s far-flung operations are subject to so many different 
national laws, social customs and economic circumstances, it has not been 
feasible for the Company to attempt to develop a uniform program of 
employee benefits. But Grace has always recognized its obligations to further 
the well being and health of its employees, and where existing social laws 
do not provide adequate protection, it has been the Company's policy to 
fill the gap. For the foregoing reason, together with the fact that the Company 
frequently pays a salary scale somewhat higher than prevails in its business 
environment, positions with Grace in South America are actively sought 
after by workers. 

In the United States the Company provides, among other employee 
benefits, non-contributory group life insurance and hospital and medical 
insurance and a contributory retirement plan. Such outlays have proved to 
be sound investments in high efficiency and long, loyal service records. 

For many years Grace has followed a policy of sending a certain num- 
ber of its best young men to its South American offices for training while 
many young South American employees in turn serve their apprenticeship 
in the United States. This program has helped achieve among the 40,000 
employees a measure of understanding and esprit de corps in Casa Grace 
that could not otherwise have been achieved. 


DESCRIPTION OF FUNDED DEBT AND STOCK 


Funded Debt 


W. R. Grace & Co. In August 1952 the Company entered into a loan 
agreement with four insurance companies under which such companies 
agreed to lend Grace a total of $35,000,000 in five installments. Up to 
December 31, 1953, the first four installments aggregating $32,771,000 
were borrowed. The fifth installment ($2,229,000) was drawn down on 
February 1, 1954. All borrowings have been evidenced by negotiable prom- 
issory notes maturing July 1, 1982, and bearing interest at the rate of 37% 
per annum. On and after July |, 1962, mandatory pre-payments in the sum 
of $1,680,000 are to be made annually. Voluntary pre-payments may be 
made on the payment of premiums as follows: 37% to and including July 
1, 1956; thereafter such premium declines at the rate of 4g% per annum 
until July 1, 1979 and at a higher rate after such date. In addition, upon the 
payment of a 1% premium, the Company may during the six months’ period 
ending June 30, 1956 prepay up to $15,000,000 of the loans. Under this 
agreement the Company is required, among other things, to maintain certain 
minimum amounts of net current assets as well as stipulated ratios of current 
assets to current liabilities. Also, certain limitations are imposed on the 
availability of surplus for purposes of dividend payments on the common 
stock (other than stock dividends) and for acquisition or redemption of any 
class of its capital stock. Under the terms of this agreement, at December 31, 
1953, amounts in excess of approximately $6,500,000 of the Company's 
earned surplus and of approximately $12,300,000 of the consolidated earned 
surplus are considered restricted as to payment of dividends. In addition to 
the foregoing, W. R. Grace & Co. at December 31, 1953, owed banks a total 
of $1,000,000, due in 1958, interest rate 314%. 

Grace CHEMICAL COMPANY under an agreement with five banks has 
arranged to borrow approximately $11,000,000 on 4% notes repayable in 
sixteen semi-annual installments commencing not later than April 1, 1955. 
Such loans are conditioned upon Grace’s making an investment of equity 
capital in Grace Chemical. 

Grace & Co. (Pacific Coast), has entered into agreements under which 
it has borrowed $2,000,000 from a bank and $2,000,000 from an insurance 
company, the former bearing interest at the rate of 4% per annum and 
maturing December 1, 1962, and the latter bearing interest at the rate of 
414% per annum and maturing December 1, 1972. The corporation has 
made an annual payment of $200,000 on the aggregate debt. The proceeds 
from such loans were used as a portion of the funds required to purchase 
over 99% of the common stock of Foster and Kleiser Company. Of the 
amount borrowed from the bank as aforesaid, $1,800,000 remained out- 
standing at December 31, 1953. In addition to the foregoing debt of Grace 
& Co. (Pacific Coast), Foster and Kleiser at the same date owed $375,000 
to an insurance company, due in 1959, interest rate 314% per annum, and 
annual sinking fund requirement of $75,000. 
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Grace Line INC. is the obligor on 314% mortgage notes payable to 
the U.S. Maritime Administration out of special funds and deposits. The 
amount outstanding at December 31, 1953 was $1,938,770; ultimate matur- 
ity 1965. 

GRACE CorPORATION, a wholly-owned subsidiary of the Company, sub- 
sequent to December 31, 1953, borrowed $3,100,000 under a long-term 
contract with an insurance company. For details see Note (13) of Notes 
to Financial Statements. 

THE Davison CHEMICAL CorPorATION, of which Grace, prior to the 
merger mentioned herein under the caption “Merger of Davison,” owned 
about 64% of the voting stock, at December 31, 1953 owed $19,300,000 
to an insurance company, maturing 1954 to 1967 and bearing interest at 
the rate of 3.95% per annum; and, in addition, owed $318,750 on a note 
maturing in 1959 and bearing interest at the rate of 3% per annum. 


Stock Provisions 

Dividends: (1) Holders of common stock of W. R. Grace & Co. are 
entitled to such dividends as may be declared by the Board of Directors of 
the Company out of its surplus or net profits remaining after payment of all 
cumulative dividends on the 6% Preferred Stock and on the 8% Class A 
Preferred Stock for all previous years and after the dividends for the current 
year in question on such Preferred Stock, such Class A Preferred Stock and 
the 8% non-cumulative Class B Preferred Stock shall have been paid or 
declared and set apart for payment. 

In addition, under covenants of certain funded debt agreements, divi- 
dends on the common stock may be declared or paid only if (a) net current 
assets of the Company are at least $15,000,000, (b) current assets of the 
Company are at least 175% of current liabilities, (c) consolidated net cur- 
rent assets of the Company and its subsidiaries are at least $33,000,000, 
(d) consolidated current assets of the Company and its subsidiaries are at 
least 200% of the consolidated current liabilities of the Company and its 
subsidiaries, and (e) amounts declared or paid subsequent to December 31, 
1951 as dividends, including dividends on the Preferred Stocks of the Com- 
pany which are themselves not subject to this limitation, may not exceed the 
lesser of the consolidated net income of the Company and its subsidiaries 
or the net income of the Company accrued since December 31, 1951, plus 
$5,000,000 in either case. 

(2) Holders of Class B Preferred Stock are entitled to an 8% dividend 
declared out of surplus or net profits remaining after dividends on the Pre- 
ferred Stock and on the Class A Preferred Stock have been paid or set apart 
for all previous years and for the current period. Such dividends are non- 
cumulative; but all dividends accrued on Class B Preferred Stock during the 
current year must be paid or set apart before any dividends are paid on the 
common stock. 

(3) Holders of Class A Preferred Stock are entitled to an 8% divi- 
dend declared out of surplus or net profits remaining after dividends on the 
Preferred Stock have been paid for all previous years and for the current 


period. Such dividends are cumulative; all dividends accrued on the Class A 
Preferred Stock during the current and all previous years must be paid or set 
apart before any dividends are paid on the Class B Preferred Stock or on 
the common stock. 


(4) Holders of Preferred Stock are entitled to a 6% dividend declared 
out of surplus or net profits. Such dividends are cumulative, and all dividends 
accrued on the Preferred Stock during the current and all previous years 
must be paid or set apart before any dividends are paid on the Class A 
Preferred Stock, the Class B Preferred Stock or the common stock. 

Voting rights: In voting upon all questions, both at annual and special 
meetings of the stockholders of the Company, the common stock has one 
vote for every forty shares (less than forty shares to have a proportionate 
fractional vote), the Preferred Stock has one vote per share and the Class A 
Preferred Stock and the Class B Preferred Stock have respectively one vote 
for each ten shares. 

Liquidation rights: In the event of voluntary or involuntary liquidation, 
holders of Preferred Stock have a right of priority to the extent of the par 
value of the shares plus unpaid dividends; holders of Class A Preferred Stock 
enjoy a similar right but rank junior to the right of the holders of the Preferred 
Stock and senior to the rights of holders of Class B Preferred Stock and 
common stock; and holders of Class B Preferred Stock are entitled to be 
paid in full the par amount of their shares and any unpaid dividends declared 
thereon for the current year before any amount shall be paid to the holders 
of the common stock. After payments as aforesaid, the remaining assets of 
the Company shall be distributed among the holders of the common stock 
pro-rata in accordance with their respective holdings. 

Pre-emptive rights: With respect to additional issuance of Preferred 
Stock, Class A Preferred Stock and Class B Preferred Stock, certain pre- 
emptive rights are effective, but no pre-emptive rights exist with respect to 
issuance of additional common stock. 


MERGER OF DAVISON 

In May 1954 the stockholders of Grace and the stockholders of The 
Davison Chemical Corporation, at separate special meetings, authorized the 
merger of the two corporations, and Grace as “the resulting corporation” has 
succeeded to all the rights, privileges and property belonging to Davison and 
has assumed the debts, liabilities and duties of Davison. At the special meet- 
ing of the stockholders of Grace, authorization was given for the issuance of 
an additional 635,499 shares of Grace common stock (not theretofore au- 
thorized) for use in connection with transactions contemplated by the merger. 
Such authorization resulted in Grace having, immediately after the merger, 
4,195,499 shares of common stock authorized instead of 3,560,000 shares. 
Pursuant to the terms of the Agreement of Merger relating to said merger, 
each outstanding share of Series A Preferred Stock of Davison was converted 
into $50 principal amount of Debentures of the resulting corporation plus 
$5 in cash, and each outstanding share of common stock of Davison was 
converted into 1.4 shares of common stock of the resulting corporation. 
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The approximate pro forma consolidated capitalization of W. R. Grace & Co. 
and its subsidiaries after the merger is set forth below: 


W. R. Grace & Co. (Conn.) 


3%% Notes, due from 1962 to 1982 (3) 


Pro forma Percentage 
(1) (2) 


$ 35,000,000 


34% Notes, due in equal annual installments July 1, 


1954 to July 1, 1958 . 


3.95 % Notes, due August 1, 1954 to May 1, 1967 (4) 


1,000,000 
19,300,000 


3% Purchase Money Obligations due in equal annual 
installments November 8, 1954 to November 8, 1959 318,750 
414% Convertible Subordinate Debentures due can 


cp bey ea 4,953,850(7) 
Grace & Co. (Pacific Coast) — 
formerly W. R. Grace & Co. (W. Va.) 
4% Notes, due in equal annual installments from De- 
cember 1, 1954 to December 1, 1962 . 3 1,800,000 
444% Notes, due in equal annual installments from 
1963 to 1972 =. % 2,000,000 
Grace Line Inc. 
3% Mortgage Notes payable to the U.S. Maritime 
Administration—due from 1954 to 1965 (5) 1,938,770 
Foster and Kleiser Company 
3%4% Notes, due in equal annual installments 1954 
to 1958 2 aoe eye coe eters Act 375,000 
Grace Corporation 
414% Level Payment Mortgaae Note dete desea over 
a period of 22 years 3,100,000 
Grace Chemical Company 
4% Note repayable in sixteen equal semi-annual in- 
stallments commencing not later than April 1, 
1955 (6) . 3,500,000 
Equity of Minority Stockholders in Consolidated Subsidi- 
ary Companies 12,538,958 
Preferred Stock "$85,825,328 33.3% 
6% cumulative preferred, par $100 per share 40,000 
shares. 4,000,000 
8% cumulative preferred—Class A, par $100 per share 
50,000 shares 5,000,000 
8% non-cumulative preferred—Class | B, par $100, er 
share 40,000 shares fs 4,000,000 
Common Stock, without par value _$13,000,000 5.1% 
3,190,504(7) Shares 
Stated Value $31,905,040(7) 
Capital Surplus . 12,880,302(7) 
Earned Surplus (8) 
Surplus reserves . . 7,748,885 
Appropriated surplus 41,301,367 
Unappropriated surplus 64,700,152 
$158,535,746 61.6% 
$257,361,074 100.0% 


NoTEs: 


qd) 
(2) 
@) 


(4) 
(5) 
(6) 


(7) 


For actual consolidated capitalization of Grace 

at December 31, 1953 see Appendix. 

Pro forma figures are exclusive of any 1954 

earnings. 

The notes provide for payments of annual 

installments of $1,680,000 commencing July 

1, 1962 and continuing up to and including 

July 1, 1981 with the balance of $1,400,000 

paid on July 1, 1982. 
ois caren “Description of Funded Debt and 
tock.” 

See Note (9) of Notes to Financial Statements 

of the Sona pany: 

Total availability under loan agreement $10,- 

988,927. See Note (13) of Notes to Financial 

Statements of the Company. 

These figures are based on the assumption 

ee except for shares owned by W. R. Grace 
& Co., all of the Davison preferred stock 


(8) 


issued and outstanding April 22, 1954 will be 
exchanged for Debentures and the Davison 
common stock issued and outstanding April 
22, 1954 Polis into the common stock of 
W: R. Grace & Co. in accordance with the 
terms of Agreement and Articles of Merger. 
Should the Davison preferred shareholders, 
except for W. R. Grace & Co., elect to convert 
their holdings into common stock of Davison 
before the effective date of the merger, 3,377,- 
759 shares of W. R. Grace & Co. common 
stock would then be outstanding after the 
effective date of the merger at a stated value 
of $33,777,590. In such circumstance Capital 
Surplus would be increased to $16,346,987, 
and no Convertible Subordinate Debentures 
would be outstanding. 

See Note (12) of Notes to the Financial State- 
ments of the Company. 


Financial Information 


Capitalization 


The consolidated funded debt and other long-term obligations, capital 
stock and surplus accounts of W. R. Grace & Co. and its subsidiaries at 
December 31, 1953 are shown below: * 


Amount Percentage 
Long-term Notes Payable (1). . . $ 57,525,395 
, Managers’ Deferred Compensation . 2,528,943 
Operating Reserves (2). . . . 4,523,948 


Equity of Minority Stockholders (3) . 29,974,377 $ 94,552,663 37.3% 


7 6% Cumulative Preferred, $100 Par (1) $4,000,000 
8% Class A Preferred, $100 Par (1) . 5,000,000 
8% Class B Preferred, $100 Par (1) . 4,000,000 13,000,000 5.1% 
SUbieE i) sel, $107,552,663 42.4% 
Common Stock, No Par (1) (4). . $27,699,820 
Capiial’Surping (5). GS ke 4,839,690 
Earned Surplus (6) . . ... . 113,750,404 _ 146,289,914 _ 57.6% 
SOUS Ges ee ee $253,842,577 100.0% 


*For a statement of pro forma consolidated capitalization reflecting the merger of Davison, 

see caption “Merger of Davison.” 

(1) For a general description of the Funded Debt and of the Preferred Stock and common 
stock, see caption “Description of Funded Debt and Stock” herein, 

(2) Principally for employee severance payments required under foreign social laws. 

{ (3) Interest owned by others in the equity of consolidated subsidiary companies. 

(4) Authorized 3,560,000 shares; outstanding 2,769,982 shares. On October 20, 1953 Grace 
granted options to certain key personnel to purchase a total of 155,000 shares of common 
stock at a price of $24.75 per share. Such options may be exercised at varying times between 
April 21, 1955 and December 31, 1963. (See also caption “Merger of Davison.”) 

(5) Represents the excess of equity in net assets of consolidated companies acquired over cost. 

(6) Includes $64,700,152 which at December 31,1953 was classified as Unappropriated Surplus. 
For a Statement of Surplus see the Appendix herein, Under the terms of the loan agree- 
ments of the Company, amounts at December 31, 1953 in excess of approximately $6,500,- 
000 of the Company’s earned surplus and of approximately $12,300,000 of the consolidated 
earned surplus are considered restricted as to payment of dividends, 
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Balance Sheet Trends 


The spectacular growth experienced by Grace, described in earlier 
parts of this report, can be more fully appreciated when one examines certain 
components of the consolidated balance sheets of the Company and its 
subsidiaries and considers the trends therein reflected. The years 1950, 1952 
and 1953 are selected for this purpose because in 1950 a new uniform 
system of accounting was installed by the Company and in that year inde- 
pendent certified public accountants commenced auditing the books of 
Grace. Information set forth under this subcaption with respect to balance 
sheet accounts for such years is based upon such audits. 

In the table below are set forth for December 31, 1950, 1952 and 
1953 the current assets, current liabilities, net working capital, the respective 
current ratios, and the ratios of change in current assets, current liabilities 
and net working capital: 


Percentage 
12-31-50 12-31-52 12-31-53 Increase 
---~--~-----000s---------~ 1953/1950 
Current Assets (1) . . $112,709 $139,504 $169,118 50.0% 
Current Liabilities. . . 42,428 57,700 67,909 60.1% 
Net Working Capital . $ 70,281 $ 81,804 $101,209 44.0% 
CurrentRatio . . . . 2.66 2.42 2.49 


(1) Includes U.S. Government securities and marketable stocks and bonds at the 
lower of cost or market price. Inventories, also at the lower of cost or market, 
are included as follows: 1950—$31,149,320; 1952—$42,233,123; 1953—$52,226,067. 


As mentioned earlier in this report, Grace has in its family of corpor- 
ations certain companies in which its equity interest represents only a 
minority ownership and other companies in which it owns just 50% of 
the equity. The financial statements of these companies and of certain others 
are not consolidated with the statements of W. R. Grace & Co.; however, 
investments made in and advances made to them by the latter are shown 
in the following account appearing in the consolidated balance sheet: 


Investments in and 


Advances to Unconsolidated 
Subsidiaries and Associated Companies $8,524 $7,688 $7,588 


Grace’s program of expansion and diversification has found tangible 
expression in its consolidated fixed property accounts, the trend of which 


—s 


also reflects, in part, the expenditures made in recent years by the Company 
in keeping its plant and equipment both modern and efficient: 


et *, Percentage 
Land, Buildings, Marine 12-31-50 2-31-52 12-31-53 Increase 


Property, Machinery & 1953/1950 
Equipment, at cost. . $94,330 $118,418 $182,226 93.2% 


Less— Reserve for 
Depreciation . . . 46,167 60,245 80,295 73.9% 


Net Fixed Assets . $48,163 $ 58,173 $101,931 111.6% 


The growth of Grace in recent years has been duly reflected, too, in 
the aggregate equity of the common stockholders and, even more significant, 
in the equity represented by each outstanding share of common stock, more 
appropriately entitled “book value” per share: 


Percentage 
Total Common Increase 


Stock and 12-31-50 12-31-52 12-31-53 1953/1950 

Surplus . . $125,900,056 $135,161,873 $146,289,914 16.2% 
Number shares 

common stock 


outstanding . 2,610,000 2,610,000 2,769,982 


Book value 
per share of 
common stock 
outstanding . $48.24 $51.80 


It will be recalled that the expansion and development exhibited by 
Grace and its family of corporations, while present down through the years, 
became somewhat more pronounced after World War II as the Company 
embarked upon a program of growth in the production of fertilizer and 
other chemicals. To demonstrate this tendency of accelerated growth, the 
following table sets forth condensed consolidated balance sheets of the 
Company and its subsidiaries for December 31, 1939, 1944 and 1953. The 
data shown for the two earlier years have been taken from unaudited reports, 
and because of the change made by Grace in 1950 to a new uniform system 
of accounts, as mentioned earlier, the following figures may not be strictly 
comparable: 
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12-31-39 12-31-44 12-31-53 


Fe ee ee ae ea wipes 000s ~ ~~ - 
Current Assets . . . . . . $34,717 $ 58,673 $169,118 
Gross Fixed Assets. . . . . 54,227 63,230 182,226 
Net Fixed Assets . . . . . 30,106 37,404 101,931 
Other Assets 8) a e> fa as 9,696 24,389 53,057 


$74,519 $120,466 $324,106 


Liabilities 
Current Liabilities . . . . . $11,713 $ 20,741 $ 67,909 
Other Liabilities . . . . . 2,044 6,664 9,408 
Minority Equity .... . 2,211 4,086 29,974 
Long-term Debt . . . . .- 8,532 6,129 57,525 
Preferred Stock oh gk OE OA 13,000 13,000 13,000 
Common Stock Equity . . . _ 37,019 69,846 146,290 


$74,519 $120,466 $324,106 


The growing importance of the role of chemicals in Grace’s business 
endeavors is pointed up by the following table which sets forth the approxi- 
mate percentage distribution of net fixed assets (consolidated basis) as 
regards several phases of the Company’s operations: 


Domestic 12-31-44 12-31-53 
Chemicals BAB gaa was ee gO 46.2% 
Bnmings 6.65.3 cpm oe | OEE 20.7 
Ieee er cae ce one Sy rey tee 10.0 


68.5 % 76.9% 
Foreign: .<. G60 is ns <o G) go SR 23.1% 
Totals \. ceo sh, Saf ROO 100.0% 


Upon completion of the present domestic chemical program, it is esti- 
mated that perhaps 54% of the consolidated net fixed assets will be dedicated 
to the production of chemicals and that approximately 83% of all consoli- 
dated net fixed assets will be domiciled in the United States. There is a 
chance that once Grace has completed its plans of expansion in chemicals, 
it may rank (based on assets dedicated to such use) among the ten largest 
chemical companies in the world. This group, as is generally known, includes 
some very sizeable chemical concerns. 

Any conclusion that one might draw to the effect that Grace, however, 
has tended to neglect its South American operations would be quite erron- 
eous, for as is illustrated in the following table, Grace’s foreign investments 
in net fixed assets have actually increased by 99.9% since 1944: 


12-31-44 12-31-53 Percentage 
= WE =e = a Increase 


Foreign . . . $11,786 $ 23,558 99.9% 
Domestic and Shipping . 25,618 78,373 205.9% 
Total $37,404 $101,931 172.5% 


Earnings and Dividends 


The earnings of the Company have been such that it has paid dividends 
on its common stock in every year since 1899 excepting only 1909 and 1933. 
During this entire period the Company has paid full dividends on all classes 
of its outstanding preferred stock except that in 1933 it paid only one half 
the dividend on its 8% non-cumulative Class B Preferred Stock. 

The earnings per share of the Company including its equity in the un- 
distributed profits of non-consolidated subsidiary and associated companies 
and the dividends paid per share are set forth in the table below (earnings 
based on the average number of shares outstanding each year): 


Earnings Dividends Earnings Dividends 

$1.18 $ .88+ 1947 $6.41 $1.91+ 
1.75 88+ 1948 6.15 1.91+ 
3.23 88+ 1949 5.75 191+ 
2.67 88+ 1950 3.91 1.60 
3.16 88+ 1951 3.25 1.60 
3.54 tis 1952 2.86 1.60 
4.30 i 1953 4.08 1.75 
4.69 1.50 


Average earnings per share 1939-1945: $2.83 
Average earnings per share 1946-1953: $4.64 
Average earnings per share 1939-1953: $3.79 


Note: Earnings and dividends are adjusted to reflect stock splits as follows: 2 for 1 in 
December 1943; 3 for 2 in December 1945; and 3 for 1 in December 1949. 


The profits of the Company were exceptionally high during the postwar 
period due to the substantial increase in South American trade engendered 
by the deferred demand there for machinery and all other categories of 
manufactured goods. Earnings in 1950, 1951 and 1952 reflect the partial 
satiation of such demand. It is significant that in 1953, a year of world-wide 
return to competition in most commercial lines, Grace's earnings staged a 
strong recovery. This showing was made despite the fact that the earnings 
of Davison and Thurston in only the last part of the year were consolidated, 
and of course Grace Chemical, then in its initial stages of organization, was 
incurring pre-operating expenses while contributing no income. 
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In fact, it is estimated that substantially all of the $3.76 earnings per 
share (excluding equity in undistributed earnings of non-consolidated sub- 
sidiary and affiliated companies) reported for 1953 was contributed by 
traditional Grace business including Foster and Kleiser. The Company should 
commence in 1954 and 1955 to reap its rewards from investments made in 
U.S. chemicals. 


Position of Grace Common Stock 


This report has made an attempt to describe the operations of W. R. 
Grace & Co. and its many components. An analysis of such an industrial 
complex is not susceptible to simple treatment; moreover, a strictly statistical 
approach, it is believed, would fall short of the intended goal. 

Because of the many facets of the Company and because of the exposi- 
tion form of approach employed in this report, it may be helpful at this point 
to summarize a few of the many factors that appear to make the common 
stock of W. R. Grace & Co. an attractive medium of investment. 


1. An investment in Grace common stock represents a breadth of 
industrial diversification perhaps not found in the stock of any other cor- 
poration today. And the diversification is not one of industry alone but also 
one of geography, with approximately 67% of the consolidated gross fixed 
assets of the Company and its subsidiaries devoted to commercial purposes 
within continental United States and the remaining 33% to commercial 
purposes within Latin America. 


2. Reflected in many different yardsticks, Grace is a growth company. 
For example, consolidated net fixed assets, which increased by 24% between 
1939 and 1944, are estimated to increase when the plants presently under 
construction are completed by more than 200%, based on 1944, and over 
300%, based on 1939. Consolidated gross fixed assets in the past five years 
have increased by approximately 94%. 


3. The equity per share in those assets has grown also with the book value 
of Grace stock at December 31, 1953 equal to $52.81 per share, an increase 
of more than 9% over the book value at December 31, 1950, and 97% 
over such value at December 31, 1944. 


4. Earnings, after all dividends, plowed back by Grace (including the 
Company’s equity in the undistributed income of its non-consolidated sub- 
sidiary and affiliated companies) amounted during the past ten years to a 
total of almost $30 per share of Grace stock. 


5. Projected plans of the Company are expected to place it high in the 
list of U.S. chemical companies. With an experience in the production of 
commercial fertilizers dating back fifty years, Grace, when construction now 
under way is completed, will have some $85 million invested in assets devoted 
to domestic chemical production. Realization of earnings from a large portion 
of such assets should commence in 1954 and 1955. 


6. The Company during the past five years has paid on the average 
about 46% of its earnings (excluding equity in undistributed earnings of 
non-consolidated subsidiary and affiliated companies) out in the form of 
dividends. A dividend of 40¢ per share per quarter is presently being paid 
by Grace on its common stock, and in 1953 it also paid an extra dividend 
at year-end of 15¢ per share, or a total of $1.75 for the year. Based on the 
current market price of the stock, such dividend would yield about 5% 
return. 


7. With average earnings for the last ten years of $4.49 per share, 
Grace common stock is currently selling at approximately 7.8 times earnings, 
whereas as recently as 1948 the average earnings were being capitalized at 
a rate as high as 11.2 times. 


8. Grace has been a part of the commercial life of South America for 
100 years, and it is doubtful that any other American corporation can equal 
the Company in Latin America “know-how.” 


9. The common shares of Grace were admitted to trading on the New 
York Stock Exchange in February 1953. Public interest in the stock has 
shown a pronounced increase and today the Company has more than 5,000 
stockholders. Stock is registered in the names of holders in all forty-eight 
states and in twenty foreign countries. 


10. The price range on Grace common stock in 1953 was 3334 high 
and 2434 low, and at its recent level the stock is quoted about 13% lower 
than its maximum price made in 1948. 
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W.R. GRACE & CO. and Subsidiary Companies 


Statement of 
Consolidated Income 


For the Year Ended December 31, 1953 
(with comparative figures for the year 1952) 


Sales and operating revenues 
Cost of goods sold and operating cera tae ‘ 


Less: Operating-differential subsidy (after deducting provision 
for recapture of profits of Grace Line Inc. by the U.S. Mari- 
time Administration—1953: bas 045,639—1952: 7 332 ies 
—Notes 5 and 6 . 


General and administrative expenses . 
Depreciation— Note 7 


Dividend and interest income . 
Profit (net) on sale of properties and securities 


Miscellaneous (net after deducting miscellaneous i of 
$271,958 in 1953 and $333,297 in 1952) . . 


Interest expense yer eee ol 
Adjustment (net) of reserves acnapitil investments . 


Estimated U.S. and foreign taxes on income—Note 8 


Income applicable to minority stockholders in consolidated sub- 
sidiary companies—Note 1 . : 


Income before ee for unrealized fren exchange dit. 
ferential 


Provision for catia sesiies celia differential (after de 
ducting $459,287 in 1953 and smh 226 in 1952 a 
to minority stockholders ) 


Net income for the year . 


(See notes to financial statements) 


1952 


$286,143,464 


$252,760,309 


3,300,557 


$249,459,752 
17,015,593 


5,470,002 


$271,945,347 
$14,198,117 


$ 2,441,780 
261,218 


389,723 


$3,092,721 
$ 17,290,838 


$ 1,679,022 
389,014 


$2,068,036 


$ 15,222,802 
5,530,140 


$ 9,692,662 
1,168,453 


$ 8,524,209 


641,331 


$ 7,882,878 


W.R. GRACE & CO. and Subsidiary Companies 


Statement of Consolidated 


Earned Surplus 


Balance, December 31, 1952 
Consolidated net income for 1953, per 
accompanying income statement 

Dividends paid in cash: 
6% cumulative preferred stock ($6 
per share) «<= Bees 


8% cumulative preferred stock — 
Class A ($8 per share) 
8% noncumulative preferred stock— 
Class B ($8 per share) . 
Common stock ($1.75 per share) . 
Surplus appropriated for foreign statu- 
tory reserves (net). . . . . 
Surplus appropriated by Grace Line Inc. 
Equity at September 13, 1953 in earned 
surplus applicable to shares then held 
in The Davison Chemical Corpora- 


tion, consolidated in 1953 when 
majority interest was acquired . 


Transfer to surplus reserves . 
Balance, December 31, 1953—Note 12 


For the Year Ended December 31, 1953 


Surplus Appropriated Unappropriated 
Reserves Surplus Surplus Total 
$7,210,777 $38,255,728 $62,441,257 $107,907,762 
10,959,077 10,959,077 
(240,000) (240,000) 
(400,000) (400,000) 
(320,000) (320,000) 
(4,685,577) (4,685,577) 
88,890 (88,890) 
3,045,639 (3,045,639) 
529,142 529,142 
449,218 (449,218) 


$7,748,885 (a) $41,301,367 (b) $64,700,152(c) $11 3,750,404 


(a) With the exception of reserves for contingencies ($2,000,000) these reserves consist principally of amounts 
set aside on the books of subsidiary companies in South America as required by statute. 


(b) Portion of the consolidated surplus of Grace Line Inc., a wholly-owned subsidiary company, which was 
not deemed to be available for the payment of dividends to the parent company at December 31, 1953. 
It relates to certain deposits made by Grace Line Inc. in reserve funds under joint control of that company 
and the U.S. Maritime Administration or to the investment of such deposits in ships. See Note 6 of notes 


to financial statements. 


(c) Includes approximately $7,600,000 which has been transferred to capital stock accounts on the books of 


subsidiary companies. 


(See notes to financial statements) 
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December 31, 1953 
(with comparative figures at December 31, 1952) 


ASSETS 


CURRENT ASSETS 
Cash: 
U.S. dollars—unrestricted . 


U.S. dollars deposited with banks in the United States 
as security for loans payable in foreign currencies . 


Foreign currencies 


Bankers acceptances—U.S. banks, at cost 


U.S. government securities, at lower of cost or market, 
including $1,000,000 deposited as collateral with Grace 
National Bank of New York, an unconsolidated sub- 
sidiary, as required by the Banking Act of 1933 . 


Marketable stocks and bonds, at cost — is saga 
mately market value 


Notes and accounts receivable, less reserves _ 183, 497,007 
(1952—$3,142,903)—Note 3 


Inventories, at lower of cost or market—Note 4 . 
Stores and supplies, at cost or less 
Prepaid expenses 
TOTAL CURRENT ASSETS . 
Special Funds and Deposits—Note 6 . 
Notes and Accounts Receivable Due After One Year . 


Investments in and Advances to Unconsolidated secant ue 
Affiliated Companies . 


Miscellaneous Investments, at cost, ii reserves of si, 791, 388 
(1952—$1,837,385) . ae 


Land, Buildings, Marine Property, lackey a Equip ment, 
at cost, less accumulated Sn of ia 294,799 bias 
— $60,245,393 )—Note 7 . 


Other Assets . 
Goodwill, less amortization of £ $908, 718 (1952— “$859, 570) . 


(See notes to financial statements) 


W. R. GRACE & CO. and Subsidiary Companies 


Consolidated 


1952 


$ 21,533,486 


2,110,000 
2,790,755 
$ 26,434,241 
1,269,929 


25,813,884 
860,640 


34,550,616 

42,233,132 ; 
6,099,466 
2,242,358 
$139,504,266 
28,802,790 
3,204,448 


7,687,546 
13,699,566 
58,172,728 

836,151 


120,431 
$252,027,926 


Balance Sheet 


December 31, 1953 


(with comparative figures at December 31, 1952) 


LIABILITIES 


CurRENT LIABILITIES 
Acceptances under letters of credit, mainly against mer- 
chandise imports into the United States . 
Loans payable in U.S. dollars 
Loans payable in foreign currencies 
Accounts payable . . . . . 
U.S. and foreign taxes on income— ENcte 8 F 
Extra compensation and other accrued liabilities 
Property damage, cargo and injury claims 
Payable to unconsolidated affiliated company 
Long-Term debt due within one year 
TOTAL CURRENT LIABILITIES 7 
Deferred Credits (principally excess of unterminated voyage 
revenue over expense) ea 
Long-Term Notes Payable — Note 9 
Managers’ Deferred Compensation 
Operating Reserves (principally for employee severance pey- 
ments required under foreign social laws). 


Equity of pa) Stockholders in ‘Consolidated Subsidiary 
Companies . . 


Capital Stock—Note 10: 
Authorized by charter—$100,000,000 (1952—$60,000,000) 
Issued and outstanding: 
6% cumulative preferred—40,000 shares of $100 par value 
8% cumulative preferred—Class A—50,000 shares of $100 
par value 
8% noncumulative preferred— Class B- 40,000 shares of 
$100 par value 
Common — 2,769,982 shares (1982 — 2, 610, 000 shares) 
without par value—Note 10 . 


Capital Surplus — Note 11 
Earned Surplus, per accompanying statement — Note 12: 
Surplus reserves 


Appropriated surplus . 
Unappropriated surplus 


1952 


$ 8,659,432 
10,123,974 
25,361,301 

6,685,823 
3,112,264 
3,532,124 


225,000 


$ 57,699,918 


2,652,137 
23,490,824 
2,600,121 
4,731,060 


12,691,993 


$103,866,053 


$ 4,000,000 
5,000,000 
4,000,000 


26,100,000 


$_39,100,000 


$_ 1154111 


$ 7,210,777 
38,255,728 
62,441,257* 


$107,907,762* 
$252,027,926 


*Parent company unappropriated earned surplus 1953—$18,357,229; 1952—$17,312,643. 


Analysis of 
Balance Sheet 


ltems* 


1939-1953 


Analysis of 


Income Statement 


ltems* 


1939-1953 


*1950-1953 independently audited. 1939-1949 not independently 
audited nor fully comparable with subsequent years. 
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Notes to Financial §tatements 


December 31, 1953 


(1) PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the ac- 
counts of W. R. Grace & Co. and all majority-owned 
domestic and foreign subsidiary companies, other than 
Grace National Bank of New York, Grace Staff Corpora- 
tion, and Cia. de Materiales de Construccién, a minor 
foreign subsidiary. 

The accounts of Grace National Bank of New York, of 
which 79.3% of the outstanding capital stock was owned 
by the Company as at December 31, 1953, were not in- 
cluded in the consolidation because of the nature of its 
operations. 

The assets of Grace Staff Corporation (a wholly-owned 
subsidiary) as at December 31, 1953 consisted principally 
of 135,466 shares of common (held primarily for sale to 
certain officers and employees), 1,868 shares of Class A 
preferred and 2,049 shares of Class B preferred stock of 
W. R. Grace & Co. and $154,177 receivable from officers 
and employees of W. R. Grace & Co. and subsidiary and 
affiliated companies secured by common stock of W. R. 
Grace & Co. 

During October 1953 the Company acquired the entire 
business and substantially all of the assets of Thurston 
Chemical Company in return for 90,774 shares of com- 
mon stock of the Company. Provision was also made for 
assumption by the Company of most of Thurston’s liabili- 
ties and obligations. The net assets so acquired approxi- 
mate 0.9% of the consolidated net assets at December 31, 
1953. Operations of the Thurston division of the Company 
from October 16 to the end of the year—a seasonally slow 
period in the fertilizer field—resulted in a loss. 

The Company increased its investment in The Davison 
Chemical Corporation during the last half of 1953 and 
at December 31 owned 63.5% and 19.6% of the corpora- 
tion’s outstanding common and preferred stock respec- 
tively. The accounts of The Davison Chemical Corpora- 
tion are included in the consolidated balance sheet at 
December 31, 1953. The consolidated income statement 
includes the results of this company’s operations for the 
period September 14 to December 27, 1953. After de- 
ducting minority interest, approximately 14.4% of the 
consolidated net assets at December 31, 1953 and approx- 
imately 1.8% of the consolidated net income for the year 
1953 relate to this subsidiary. 

In preparing the consolidated financial statements, in- 
vestments in and indebtedness of subsidiaries as well as 
sales, operating revenues and expenses, representing inter- 
company transactions between the companies included in 
the consolidation, were eliminated. 

The Company's equity in the aggregate net earnings 
of its unconsolidated subsidiaries (Grace National Bank 
of New York and Grace Staff Corporation) and fifty- 
percent owned companies (Gulf & South American 
Steamship Co. Inc. and Pan American-Grace Airways, 
Inc.) for 1953 exceeded dividends received from those 
companies by $858,600. The total equity ($15,461,500) 
in the net assets as shown by the financial statements of 
these companies as at December 31, 1953 exceeded the 
cost of the investments in these companies by $9,755,700. 


The income applicable to minority stockholders in 
consolidated subsidiary companies for the years 1953 and 
1952 may be summarized as follows: 


1953 1952 
Minority share of net in- 
come before deducting 
provision for unrealized 
foreign exchange differ- 


ential . . . . . . $1,440,982 $1,168,453 
Less — Minority share of 

provision for unrealized 

foreign exchange differ- 

al oe oe HR 459,287 291,226 


Minority share in net in- 
come for the year $ 981,695 $ 877,227 
(2) Basis OF CONVERSION OF FOREIGN 
CuRRENCY ACCOUNTS 


The accounts of consolidated foreign subsidiaries and 
the foreign (Peruvian) branch of the Company were con- 
verted on the following basis: 

Net current assets and operating reserves were con- 
verted at appropriate year-end rates except that im- 
ported stocks were valued at approximate acquisition 
cost in countries having free exchange. 

Fixed assets and investments were converted at rates 
in effect at dates the assets were acquired. 

Profit and loss accounts, except depreciation, were 
converted at computed exchange rates based on: 

1. The rates at which profits, to the extent remitted, 
were realized in U.S. dollars. 

2. The rates in effect at the date of reinvestment of 
local currency funds in fixed assets or in capital 
stocks of foreign corporations. 

3. Appropriate year-end rates for converting any 
remaining profit. 

Depreciation has been charged to income at amounts 
based on the dollar cost of the property, plant and 
equipment. 

All realized profits or losses in foreign exchange trans- 
actions have been recognized in the determination of the 
consolidated net income for the year. In addition, provi- 
sion has been made for the unrealized exchange differen- 
tial arising in conversion of local currencies for purposes 
of consolidation. 


(3) Notes AND ACCOUNTS RECEIVABLE 


Included in this caption at December 31, 1953 is an 
amount of $2,568,063 receivable from the U.S. Maritime 
Administration for accrued operating-differential subsidy 
in the amount of $7,068,063 reduced by $4,500,000 repre- 
senting an estimate of the amount which is required to be 
deposited in the reserve funds when received. (See Note 6.) 


(4) INVENTORIES AND Cost OF Goons SOLD 


The amounts of the inventories included in the balance 
sheet are summarized by major classes as follows: 


December 31, 
1953 1952 
Raw materials $ 7,745,141 $ 5,245,666 


Process and packaging 


materials 3,387,700 2,901,504 
Goods in process . 4,606,157 4,054,530 
Finished goods 13,356,986 9,334,510 
Minerals 1,603,822 1,263,289 
General merchandise 

and produce 11,656,158 11,588,283 
Goods in transit . 7,039,112 4,666,925 
Advances to suppliers . 2,830,991 3,178,425 

$52,226,067 $42,233,132 


The goods in transit at December 31, 1953 consisted 
principally of — 


Coffee ear $3,682,000 
General merchandise . 1,823,000 
Raw materials . 951,000 


Inventories are stated at the lower of cost or market. 
Market, as applied to raw materials, process and packaging 
materials, and goods in transit, is based on replacement 
cost; for other inventory classifications, market is based 
on net realizable value. Due to the diversified nature of 
the companies’ operations, several bases of determining 
cost are used, including first in-first out, average, and 
specific cost. At December 31, 1953 intercompany profits 
in inventories were eliminated to the extent that it was 
practicable to determine the amount. It is believed that 
any other intercompany profits not so eliminated were 
not significant. 


(5) OPERATING-DIFFERENTIAL SUBSIDY 


Operating-differential subsidy of $7,797,129 in 1953 
($5,633,279 in 1952) represents amount accrued under 
Grace Line Inc. agreement under the Merchant Marine 
Act of 1936, as amended, corresponding to the excess of 
certain U.S. flag vessel operating costs, including wages 
and subsistence of officers and crew, over similar costs 
of competitive foreign flag vessels. 


(6) SpecIAL FUNDS AND Deposits 


Special funds and deposits at December 31, 1953 com- 
prise the following amounts: 
Reserve funds established under the Merchant Marine 
Act of 1936, as amended: 


Capital and special reserve funds $27,167,813 
Estimated deposits to be made upon 
collection of accrued operating- 
differential subsidy (see Note 3) . 4,500,000 
$31,667,813 
Contingent subsidy receivable (to be 
deposited if collected) $9,085,491 
Less—Recapture payable 
applicable thereto . 9,085,491 - 
$31,667,813 
Other special and guaranty deposits . 2,143,742 


TOTAL $33,81 


The capital and special reserve funds are applicable to 
Grace Line Inc., a wholly-owned subsidiary, and were 
established as required by the Merchant Marine Act of 
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1936, as amended. This Act and the operating-differential 
subsidy agreement require deposits in prescribed reserve 
funds of (a) profits from subsidized operations in excess 
of 10% of capital necessarily employed, one half of which 
(not to exceed the amount of operating-differential subsidy 
received) is subject to recapture by the U.S. Maritime 
Administration, (b) amounts equal to depreciation charges, 
to the extent earned, on owned subsidized vessels and (c) 
proceeds from insurance, indemnities or sale of subsidized 
vessels. Deposits as in (b) and (c) are also required with 
respect to unsubsidized vessels to the extent that the pur- 
chase of such vessels was made with amounts withdrawn 
from the reserve funds. To the extent that the Maritime 
Administration withholds estimated recapture from sub- 
sidy payments, that portion withheld is not required to be 
deposited in the funds until received; however, the com- 
pany is required to deposit its portion of such profits un- 
less permission is received to postpone such deposits. With 
the prior approval of the Maritime Administration, Grace 
Line Inc. may deposit additional amounts in the capital 
reserve fund, 

Contingent subsidy receivable of $9,085,491 represents 
the portion of subsidy accrued since January 1, 1948 (the 
beginning of the current ten-year recapture period) equiv- 
alent to interim calculations of recapture payable since that 
date and is withheld from payment to the Company, 

The reserve funds may be used to purchase, construct 
or reconstruct vessels, to pay the principal of mortgage 
notes on vessels, to pay to the Administration any profits 
subject to recapture under the subsidy agreement, and 
under specified conditions may be transferred to the gen- 
eral funds of Grace Line Inc. 


(7) Property, PLANT AND EQUIPMENT 
A summary of property, plant and equipment follows: 
December 31, 


1953 1952 

Land. . . . . . $ 12,579,497 $ 7,985,149 
Buildings mts 25,373,032 13,553,214 
Advertising structures 8,157,007 7,503,750 
Vessels and marine 

property. . . . 45,906,681 45,936,703 
Machinery and equip- 

ment, etc. 67,531,195 41,155,407 
Projects under con- 

struction . 


Depreciation of property, plant and equipment is pro- 
vided generally by use of the straight-line method based 
on the estimated useful lives of the assets. A portion of the 
cost of emergency facilities is being amortized over a 
period of 60 months in accordance with privileges granted 
by covering certificates of necessity held by The Davison 
Chemical Corporation and the Thurston division of the 
Company. For 1953 the accelerated amortization did not 
result in increasing materially the total provisions over 
those which would have been made by use of the straight- 
line method. In view of the variety of properties and the 
large number of depreciation rates, it is not considered 
practicable to set forth the rates used in computing the 
provisions for depreciation. However, the resulting aver- 
age depreciation rates for the year 1953 were as follows: 


Land. 

Buildings Z 

Advertising structures - 

Vessels and marine property . 

Machinery and equipment. .- 

Automotive equipment and rolling stock 1 
Furniture and fixtures . ‘ 


& 
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(8) U.S. AND ForEIGN TAXES ON INCOME 


Examinations of the U.S. consolidated income tax re- 
turns of the Company and its includible domestic sub- 
sidiaries by the Internal Revenue Service have not been 
completed for 1946 and subsequent years. In addition, 
examinations of tax returns in many of the foreign coun- 
tries in which the Company and its subsidiary companies 
do business have not been completed for recent years. It 
is believed, however, that any additional assessments that 
may be levied as a result of tax audits now in progress are 
adequately reserved for at December 31, 1953. 

No reserve has been provided for foreign dividend taxes 
or U.S. taxes, if any, which may become payable upon 
future payment of dividends by foreign subsidiary com- 
panies included in the consolidation. Such U.S. taxes 
would be reduced by foreign taxes paid or deemed to have 
been paid with respect to such dividends. 

Profits deposited in the reserve funds by Grace Line Inc. 
(see Note 6) are not subject to federal income tax in the 
year earned. Profits withdrawn from the reserve funds and 
paid into general funds are required to be included in tax- 
able income of the year of withdrawal. No provision has 
been made for such taxes since the amounts, if any, are 
not presently determinable. 

The federal income tax returns of The Davison Chemi- 
cal Corporation for the year ended June 30, 1951 and sub- 
sequent have not been examined by the Internal Revenue 
Service. A claim has been filed for refund of approxi- 
mately $700,000 of federal income taxes paid for the years 
1944 and 1945 as a result of a loss carry-back arising from 
a receivable that became worthless in 1946, which loss 
was provided for in the accounts of prior years. The claim 
is not reflected in the accounts pending the outcome of a 
review thereof now being made by the Treasury Depart- 
ment. 

No provision for U.S. excess profits tax is considered 
necessary. 


(9) LonG-TERM NOTES PAYABLE 


A summary of long term notes outstanding at December 
31, 1953 follows: 
W. R. Grace & Co. (Conn.) 
37% notes payable to insurance com- 
panies—due from 1962 to 1982 . 
314% notes payable to banks — due 

from 1954 to 1958. . . 

(The first installment of $200,000, 
payable July 1, 1954 has been in- 
cluded in current liabilities) 

THE DavisoN CHEMICAL CORPORATION 
3.95% notes payable to insurance com- 

pany—maturing May 1, 1967 

$1,500,000 payable annually from 
1954 to 1958 and $1,000,000 
annually thereafter to 1966. . 

(The first installment of $1,500,000 
payable August 1, 1954 has been 
included in current liabilities) 

3% purchase money obligations dated 

November 8, 1951—payable in an- 


$32,771,000 
800,000 


17,800,000 
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nual installments of $53,125 . 

(The amount of $53,125 due No- 
vember 8, 1954 has been included 
in current liabilities ) 

Grace & Co. (Pacific Coast) 

4% notes payable to bank —due from 
1954 to 1962. . . 

(Installment of $200, 000 payable 
December 1, 1954 has been in- 
cluded in current liabilities ) 

414% notes payable to insurance com- 
pany —due from 1963 to 1972 

Grace Line INC. 

314% mortgage notes payable to the 
U.S. Maritime Administration—due 
from 1954 to 1965 (payable from 
special funds and deposits) . 

FosTER AND KLEISER COMPANY 

314% notes payable to insurance com- 
pany — payable in annual install- 
ments of $75,000 . 

(The balance of the installment pay- 
able in 1954—$25,000—has been 
included in current liabilities ) 


265,625 


1,600,000 


2,000,000 


1,938,770 
350,000 


$57,525,395 


(10) Capita Stock 


At a special stockholders’ meeting held on September 
16, 1953 the authorized capital stock of W. R. Grace & 
Co. was increased from $60,000,000 to $100,000,000 and 
the Company was permitted to merge other corporations 
into itself. It was also voted that the Company may issue 
up to and including 600,000 additional shares of common 
stock in exchange for assets of other corporations, or of 
partnerships or individuals or stock of other corporations. 
At the same meeting a plan was approved under which 
stock options may be granted to key executive employees 
of the Company or a subsidiary to purchase an aggregate 
of not more than 200,000 shares of the Company's com- 
mon stock. The option price is to be at least 95% of the 
fair market value on the date of the granting of the option. 
The price is payable in full in cash at the time the option 
is exercised. 

On October 20, 1953 the Company granted options to 
certain directors and officers to purchase a total of 155,000 
shares of its common stock. The options may be exercised 
at varying times between April 21, 1955 and December 
31, 1963. The exercise price is $24.75 as against $25.9375, 
the fair market value on the date the options were granted. 
The total values involved are $3,836,250 and $4,020,312 
respectively. No charges are reflected in the income state- 
ment in respect to these arrangements. 

At December 31, 1953, 123,705 shares of The Davison 
Chemical Corporation preferred stock were outstanding — 
24,280 shares being held by W. R. Grace & Co. The shares 
may be converted prior to July 1, 1962, unless previously 
redeemed, into common shares of the corporation on a 
basis of 1.35 shares of common stock for each share of 
preferred stock with a cash adjustment in lieu of fractional 
shares. The shares are redeemable to May 31, 1954 at 
$52.50 per share, at lesser rates of premium to May 31, 
1963, and par thereafter. 

The Davison Chemical Corporation has reserved 167,- 
002 shares of its common stock for conversion of the pre- 
ferred shares. Additionally, at December 31, 1953, the 
corporation has reserved 42,623 shares of its common 
stock for issuance to its officers and executive and man- 
agerial employees under an incentive stock option plan 


adopted in 1952. Optioned shares are issuable for cash 
at 95% of the fair market value on the date immediately 
preceding the date on which options are granted. Options 
have been granted for 24,425 shares in accordance with 
the plan. During February 1954 one grant for 4,000 shares 
was exercised. 

The Grace Chemical Company has granted its presi- 
dent, Mr. William P. Gage, the option of purchasing prior 
to June 30, 1959 up to 2,500 shares of its common stock 
at a price of $100 per share. 

In the event the proposed merger with The Davison 
Chemical Corporation is effected, an indeterminate num- 
ber of shares of the Company’s unissued common stock 
will be issued. 


(11) Capirat SuRPLUs 


Capital surplus is composed of — 
Excess of equity in net assets of con- 
solidated companies acquired over 


cost ($1,154,111 arising in 1952) $2,427,776 
Capital received in excess of stated value 
of common stock issued—1953 2,411,914 


$4,839,690 


(12) EarNeD SuRPLUS 


Under the loan agreement with four insurance com- 
panies the Company is required, among other things, to 
maintain certain minimum amounts of net current assets, 
as well as stipulated ratios of current assets to current 
liabilities. Also certain limitations are imposed on the 
availability of surplus for purposes of dividend payments 
on the common stock (other than stock dividends) and 
for acquisition or redemption of any class of its capital 
stock. Under the terms of this agreement, at December 
31, 1953 amounts in excess of approximately $6,500,000 
of the Company's earned surplus and of approximately 
$12,300,000 of the consolidated earned surplus are con- 
sidered restricted as to payments of dividends. Under 
other loan agreements entered into by Grace & Co. (Pa- 
cific Coast), Foster and Kleiser Company and The Davi- 
son Chemical Corporation certain limitations are in effect 
with respect to the availability of earned surplus for pay- 
ment of dividends by those subsidiaries. 


(13) COMMITMENTS AND CONTINGENT 
LIABILITIES 


On February 1, 1952 the Company loaned $2,000,000 
to the Dewey and Almy Chemical Company evidenced 
by its five-year convertible 314% note due February 1, 
1957. The note is convertible, at the option of either party, 
into common stock of the borrower. Exercise of such 
option would result in ownership by the Company of 
about 10 percent of the outstanding stock of Dewey and 
Almy Chemical Company. 

On August 28, 1952 the Company entered into agree- 
ments (see Note 12) with four insurance companies to 
borrow in four installments a total of $35,000,000. Of this 
amount $32,771,000 was borrowed to December 31, 1953. 
The balance of $2,229,000 was borrowed on February 1, 
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1954. Interest of 37% per annum is payable during the 
life of the loan. Commencing July 1, 1962 the loans are 
repayable in annual installments of $1,680,000 up to and 
including July 1, 1981 with the balance of $1,400,000 to 
be paid on July 1, 1982. 

Grace Chemical Company, a wholly-owned subsidiary, 
has a loan agreement with five banks under which it may 
borrow all or part of $10,000,000 before October 1, 1954, 
The agreement provides that subject to certain additional 
conditions the banks will loan a supplemental amount of 
$988,927. Notes for amounts so borrowed will be repay- 
able in sixteen semi-annual installments commencing not 
later than April 1, 1955 and will bear interest at the rate 
of 4% per annum. A commitment fee of / of 1% per 
annum is payable on any unused amounts to October 1, 
1954. 

Grace Corporation (a wholly-owned subsidiary) en- 
tered into a contract in 1953 to purchase the Cotton Ex- 
change Building (located at 3 Hanover Square, New York). 
Title was acquired on February 1, 1954 at which time the 
Corporation received a mortgage loan from the Metro- 
politan Life Insurance Co. of $3,100,000 secured by the 
building so purchased and the building located at 7 Han- 
over Square, New York. The loan bears interest at the 
rate of 414% per annum and is repayable over a period 
of 22 years. Concurrently W. R. Grace & Co. has leased 
both buildings from Grace Corporation for 22 years at an 
annual rental of $900,000. 

W. R. Grace & Co. has organized a Brazilian company, 
Fongra Produtos Quimicos, S.A., in furtherance of its 
plans to establish a chemical industry in Brazil. Negotia- 
tions are being conducted whereby W. R. Grace & Co. 
would enter into a contract with others who will become 
stockholders of Fongra. It is anticipated that under this 
contract, which will take the place of a former contract 
no longer in effect, the Company will own approximately 
40% of the capital of Fongra and that the Company's 
total investment will approximate $1,300,000. 

On January 11, 1954, the United States of America in- 
stituted a civil action against the Company, Pan American 
World Airways, Inc. and Pan American-Grace Airways, 
Inc., alleging violations of the Sherman Act, asking that 
the Company and Pan American World Airways, Inc., 
each of which owns 50% of the stock of Pan American- 
Grace Airways, Inc., be ordered to divest themselves of 
their stockholdings, and also seeking an injunction against 
monopolization or restraint of certain trade and commerce. 
The complaint does not seek monetary damages, and the 
Company will deny the material allegations of the com- 
plaint. 

Customers’ notes receivable of subsidiary companies, 
amounting to $1,724,700, have been discounted and are 
excluded from the consolidated balance sheet. 

Letters of credit in favor of suppliers amounting to 
approximately $4,200,000 were outstanding as at Decem- 
ber 31, 1953. 

There are various other claims, commitments and con- 
tingent liabilities arising in the normal course of business, 
but it is believed they do not substantially affect the posi- 
tion as reflected in the financial statements at December 
31, 1953. 
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BLYTH & Co.,INc. 


Underwriters and Distributors of Securities 
Nationwide 
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SAN FRANCISCO 
CHICAGO 

Los ANGELES 
PORTLAND 
SEATTLE 
BosTON 
SPRINGFIELD 
PHILADELPHIA 
PITTSBURGH 
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DETROIT 
MINNEAPOLIS 
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OAKLAND 
FRESNO 
EUREKA 

SAN JosE 
PASADENA 
San Dieco 


BLyTH & Co., INc. is engaged in underwrit- 
ing and distributing investment securities. Its 


customers are banks, insurance companies, 


estates, trustees, and individual investors. All 


sales are for cash, and as it is not a mem- 


ber of any Exchange, it carries no margin 


accounts. 


A substantial service is rendered to in- 


vestors who, for one reason or another, desire 


to dispose of blocks of securities, both un- 


listed and listed, of all classes—bank stocks, 


insurance stocks, bonds and stocks of indus- 


trial, utility and railroad corporations, as 


well as state and municipal obligations. 


BLYTH & Co., INC. maintains its own pri- 


vate wire system, national in scope, together 


with direct private telephone connections 


from its branches to banks and dealers in 


the principal investment markets. This pro- 


vides efficiency and speed in distribution 


and trading. 


